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. ABSTRACT 
This study examined the perception of small business 
owner/managers on causes of success. The sample was 
manufacturing establishments of less than 50 emp~oyees. 
~fter reviewing the literature, a conceptual framework 
I. 
was developed to investigate the factors affecting small 
business p~rformance. There were nine categories of 
factors developed which were grouped under two groups: (1) 
petsonal qualities and environmental factors and (2) 
functional factors. The first group included personal 
background, personality/psychological tr~its, behaviour, 
skills, and environmental factors. The second group 
included accounting and finance, personnel, marketing, and 
production. 
Age of respondent, place of birth, and relevant 
previous work experience were found to be related to 
/ 
business success based on the results of chi-square tests. 
For personal qualities and environmental factors, 
skill was regarded as most important among all the factors, 
followed by personal background, environmental factors, 
personality/psychological traits and behaviour. For 
functional factors, a majority of the respondents viewed 
marketing as most important. The second most important 
factor was production, then accounting and finance and 
lastly, personnel. 
iv 
There were some differences in perception between 
successful and unsuccessful respondents. The former 
regarded environmental factors to be most important while 
\ 
:" - .. , 
the latter considered skills to be most important out of 
all personal . qualities and environmental factors. 
Reg~rding functional factors, both groups also perceived 
marketing to be most important while production to be 
second most important. 
,-In conclusion, the results of this study are mixed 
with some supporting past findings while others disputing 
past findings. 
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~efore 1950, Hong Kong was an important export market 
and entrepot for China's products because of our 
geographical ' proximity and ethnical link. In~ fact, 
entrepot trade was the most important source of income for 
Hong Kong at that time. However, with the outbreak of the 
Korean War, the Unite~ Nations imposed embargo. on China in 
1951. Hong Kong's role as an entrepot for China's products ' 
immediately vanished. 
Owing to this event, Hong Kong began to find an 
alternative source of income in order to survive. At about 
the same time, the Communist victory in 1949 in China led 
to a large influx of Chinese immigrants into Hong Kong. 
They brought with their skills as well as capital. Hong 
I Kong then began to industrialize. The initial 
manufacturing business was small. Textiles was the major 
industry that spearheaded the new development, followed by 
garments in second position. 
With the industrialization, Hong Kong experienced 
rapid growth in the past several decades. From 1967 to 
1989, the average real Gross Domestic Product growth rate 
2 
is 8.1% (Estimates of Gross Domestic Product 1966 to 1989, 
March 1990), which is very good in international standard. 
The manufacturing industry has been a major sector in our 
econ·omy. In 1988, it contributed 20.4% of our Gross 
Domestic Product, the contribution was only next to that 
from the sector of wholesale, retail, import/export trades, 
. , restaurants and hotels (24.6%) (Estimates of Gross Domestic 
Product 1966 to 1989, March 1990). Moreover, the 
manufacturing sector occupied 33% of total employment in 
1989 (Hong Kong Annual Digest of Statistics 1989, 1990). 
In our ,' manufacturing sector, small manufa~9turing 
establishments are dominant. In the third quarter of 1989, 
46,807 (93.8%) manufacturing establishments employed less 
than 50 workers. In terms of employment contribution by 
- these small manufacturing establishments, they contributed , 
46.4% of total manufacturing employments (Hong Kong Monthly 
Digest of Statistics, June 1990). Therefore, the 
manufacturing sector is significant to our economy in terms 
of both Gross Domestic Product and employment. Because of 
the preponderance of small establishments within the 
sector, they can in turn also be considered as significant 
to our economy. 
Not only is small-scale industry significant to Hong 
Kong, it is also generally accepted that it is important to 
any economy. In most Asian developing countries, on the 
average, nearly 90% of the manufacturing establishments 
3 
fall into small-scale industries. 1 In the United Kingdom, 
97.8% of manufacturing establishments were classified as 
small, contributing 46% of manufacturing employments. 2 In 
the United States, 99.7% of the businesses were classified 
as small by the .Small Business Administration according to 
the size standards for loan application, accounting for 38% 
of Gross National Product in 1982. 3 Hence, we can see that 
small-scale industry and small business are signifi9ant to 
both developing and developed countries in terms of both 
employment and to a lesser extent, Gross National Product. 
1.2 Issue to be Studied 
Due to the importance of small-scale industry/small 
business to any economy, their success would have , 
favourable impact on any economy. A lot of studies have 
been conducted on small business in both the east and the 
west. A brief review of · the literature reveals that many 
studies have been done on success factors, success 
characteristics, and success strategies for small business 
and/or small business owner/managers. However, this kind 
of study is deficient in Hong Kong. Perhaps the most 
extensive published studies done here so far are by Sit et 
ISit , Victor F.S. (Ed.) 
Industries Promotion in Asia. 
21 b i~., p. 1 • 
Strategies for Small-Scale 
H.K.: Longman, 1985, p.3. 
3See Carland, James W.; Hoy, Frank; Boulton, William 
R.; & Carland, Jo Ann C. "Differentiating Entrepreneurs 
from Small Business Owners: A Conceptualization." Academy 
of Management Review 9(2), 1984, p.354. 
4 
al. (1979, 1989).4,5 Vip (1986) has completed a study on 
small scale industry too. 6 However, the studies were 
mrinly concerned with macro-economic implications of small-
:- ~ .. 
scale industry. Tuan et al. (1986) did a study on 
entrepreneurs to identify their characteristics, 
motivations to start own business, and their managerial 
;:'orientation. 7 From these studies, it is found that only 
very few characteristics of successful small business 
owners or entrepreneurs were identified. A comprehensive 
study on causes of success in small business is still 
absent. Therefore, the author is interested to 'explore 
into this area. Specifically, the issue that is to be 
studied is the Perceived Causes of Success in Small 
Business. 
4Sit , Victor F.S., Wong, S.L., & Kiang, T.S. Small 
Scale Industry in a Laissez-Faire Economy: A Hong Kong Case 
Study. H.K.: Centre of Asian Studies, University of Hong 
Kong, 1979. 
5Sit , Victor F.S. & Wong, S.L. Small and Medium 
Industries in an Export-Orien~ed Economy: The Case of Hong 
Ko'ng. H.K.: Centre -of Asian Studies, University of Hong 
Kong, 1989. 
6yip , P. D. "Country Report - Hong Kong." in Chen, 
Edward K. Y. (Ed.) , Small Industry in Asia's Export-
Oriented Growth, Tokyo: Asian Productivity Organization, 
1986, pp.17-67. 
1Tuan , Chyau; Wong, . Danny S. N .; & Ye, C. S. Chinese 
Entrepreneurship under Capitalism and Socialism - Hong Kong 
and Guangzhou Cases. (in Chinese), H.K.: Centre of Asian 
Studies, University of Hong Kong, 1986. 
5 
1.3 Objectives of Study 
Basically, the objectives of the study are three-fold: 
1) ~ _:toidentify the relationship between personal 
characteristics and business success; 
2) to identify °a set of perceived factors/characteristics 
which are important to the success of a small 
business; and 
3) to identify whether there exist differences in 
Jperceptions of causes of success between successful 
and unsuccessful small business owner/managers. 
Since this study is exploratory in nature, attempt is 
only made at discovering insights on causes of success for 
small business. Due to resource constraint, the size of 
sample is limited and the randomness of sampling cannot be 
strictly maintained. Therefore, no specific hypotheses 
will be tested in this study. 
1.4 Report Organization 
This research report has a total of seven chapters. 
Chapter I is the introductory chapter which has provided 
lthe background of this study, the study issue as well as 
stated the objectives of this study. 
Chapter II provides a review of the literature 
regarding definitions of small business and success as well 
as causes of success. After reviewing the li terature, 
brief discussions will be made. It will be noted that the 
definitions for small business and success are varied, and 
6 
the results of past studies are divergent. 
Chapter III provides a theoretical framework which 
forms the basis of this study. A short discussion is made 
\ 
conc~~ning the framework. 
Chapter IV ,provides the methodology of the study. 
Operational definitions with respect to small business and 
'I 
success will be furnished. Sampling and data collection 
methods will be provided. Also, the questionnaire design 
and its sources of reference as well as the data analysis 
~ill be described. 
Chapter ,'V presents the findings of this .:~study. 
Profiles of respondents and their companies will first be 
presented. The relationship between personal 
characteristics and business success will then be explored. 
The perceived causes of success in various areas will then 
be described. Finally, the perception differences between 
successful and unsuccessful owner/managers on causes of 
success with respect to various areas will be presented. 
Chapter VI provides a summary of the findings of this 
study. The purpose is to enable readers to have a faster 
understanding of the results. 
Chapter VII, the final chapter, gives conclusions and 
identifies limitations of this study. Finally, some 
recommendations for future research will be made. 
7 




~ This chapter focuses on the defini tions of small 
business, success, and the causes of success for small 
business. Discussions will then be made on them. A review 
of the literature finds that there are researches ' on both 
entrepreneurship and small business. According to Carland 
et al. ( 1988), there are distinctions between a small 
business owner and an entrepreneur, and also between a 
small business venture and an entrepreneurial venture. 1 
They proposed the following definitions: 
" Small Business Owner: An individual who 
establishes and manages a business for the ' 
principal purpose of furthering personal goals, 
the business must be the primary source of income 
and will consume the majority of one's time and 
resources, the owner perceives the business as an 
extension of his or her personality, intricately 
bound with family needs and desires. 
lCarland, James W.; Carland, Jo Ann C.; Hoy, Frank; 
Boulton, & William R. "Distinctions Between Entrepreneurial 
and Small Business Ventures." International Journal of 
Management 5 (March 1988), pp.98-103. 
8 
Entrepreneur: An individual who establishes and 
manages a business for the principal purpo~e of 
profit . and growth, the entrepreneur is 
·'c·haracterized principally by innovative behavio,ur 
\ 
and will employ strategic management practices in 
the business. 
Small Business Venture: Any business that is 
independently owned and operated, not dominant in 
its field, and which does not engage in any new 
marketing or innovative practices. 
Entrepreneurial Venture: One that engages in at 
... -;~.-
least one of Schumpeter's four categories of 
behaviour, that is, its principal goals are 
profi tabili ty and growth and the business is 
characterized by innovative practices." 
It seems that these defini tions are theoretically 
sound, however, they are difficult to be turned into 
objective, operationally based definitions with which to 
begin an empirical research. This is the view held by 
Carsrud and Olm (1986 ) wi th respect to the distinction 
between the entrepreneur and the small business 
~wner /manager. 2 
Because of the practical difficulty of distinguishing 
a small business owner-manager from an entrepreneur,' there 
is no attempt in this study to make distinction between 
2Carsrud, Alan L.; ,Olm, Kenneth W.; & Eddy, George G . 
. "Entrepreneurship: Research in Quest of a Paradigm," in 
Sexton, Donald L. & Smilor, Raymond W. (Eds.), The Art and 
Science of Entrepreneurship, Cambridge, MA: Ballinger, 
1986, pp.368 & 369. 
9 
them. Hence, the li terature review is based on both 
studies on entrepreneurship and small business . 
...... ~ ... 
2.2 Definition of Small Business 
\ 
As mentioned above, it is rather difficult to define 
- 8 small business as different people may assign differeQt 
meanings to it. A brief review of the literature reveals 
that there are lots of definitions for a small business. 
No general consensus has been arrived yet. The various 
criteria to define a small business range from the ~mount 
of capital invested, size, sales turnover, asset size, to 
number of employees, etc. The definition may be based on 
one or more of the above criteria. 
In the United States, Peterson et al. (1986) carried 
out a study on the defini·tion of small business among the 
general public. 3 It was found that~ost of- the households 
thought that a small business could have a maximum of ten 
full-time employee-~. 4 The most frequently ci ted maximum 
.;; 
annual sales volume was $100,000. 5 When the respondents 
were asked about their definition of a small business, they 
provided a variety of responses. The responses were 
grouped into nine primary dimensions and one "other" 
dimension. ~he most frequently mentioned characteristic of 
3peterson, Rohert A.; Albaum, Geraldj & Kozmetsky, 
George. "The Public' s Definition of Small Business." 
Journal of Small Business Management 24 (July 1986), pp.63-
.68. 
4Ibid ., p.65. 
5Ibid . 





The second most 
frequently mentioned dimension was that a small business 
GonSi_~ted of a single outle~1 This study proves that to 
different people, small business means quite dIfferent 
things. 
According to the Boulton Report (1971), a small 
business is described as follows: 8 
"1) In economic terms, a small firm is one that 
has a relatively small share of its ~arket. 
2) It is managed by its owners or part owners 
in a personalized way, and not throughtne 
medium of a formalized management structure. 
3) It is independent in the sense that it does 
not form part of a larger enterprise and 
that the owner/managers should be free from 
outside control in taking their principal 
decisions." 
( According to Baumback (1988), he defined a small 
business as one that is: 9 
"1) actively managed by its owner(s); 
2) hig~ly personalized; 
3) largely local in its area of operations; and 
6Ibid ., p.66. 
1Ibid . 
8See Burns, Paul & Dewhurst, Jim. (Eds.), Small 
Business and Entrepreneurship. Houndmils, Basingstoke, 
.Hampshire: MacMillan Education, 1989, p.2. 
9Baumback, Clifford M. How to Organize and Operate a 
Small Business. 8th ed.,Englewood Cliffs, N.J.: Prentice 
Hall, 1988, p.l. 
11 
4) largely dependent on internal sources of 
capital to finance its growth.,,) 
Carland and Carland (1990) defined a small business as 
foll~~s: 10 . (!lA small business is one that is independently 
owned and operated, -not dominant in its market, 
'" and characterized by a single busi_ness~i t. " ) . 
The above three definitions are conceptual nature 
and! share common views that a small business should be 
independently owned, actively managed by its owner(s), and 
not dominant in its market. Though they seem --~lo be 
theoretically sound : and appealing, they are not very 
= 
practical because they are rather abstract. Therefore, 
they are not suitable for distinguishing small from non-
small businesses when conducting researches as their 
cri teria are difficult to be quantified. Hence, 
_~t>operational definitions 
------------_._------ --
are required in order to 
distinguish small from non-small businesses when conducting 
,--_ _ _ _ _ - ,1-----" 
Moreover, Carsrud et al. (1986) thought that researches. 
if there were no operational definitions, most researches 
could not be replicated with precision, nor could 
subsequent research be built upon previous work. ll Hence, 
an operational definition of small business is necessary. 
Thus, most authors have set their own cri teria for 
lOCarland, Jim & Carland, Jo Ann. 




llCarsrud, Alan L.; Olm, Kenneth W.; & Eddy, George G. 
Ope cit., p.368. 
12 
defining a small business when they carried out their 
researches. Their defini tions seem to come wi thin the 
scope of the above three definitions but which have been 
...... - ... 
quantified. 
In a study .· done by Cuba et al. (1983), a small 
business was defined as ' one which employed fewer than 
fifteen people, owned and managed by one person or two 
partners, and did business in a local geographica~ area. 12 
, ( Hornaday and Wheatley ( 1986) conducted a study on 
t . 1 1 d t . d d · k' . d t' 13 Th re al appare an ea lng an rln lng ln us rles. ey 
defined a small business as one which employed from fIve to 
less than fifty ful~ time equivalent employees, had less 
than $3 million annual sales, was independently owned and 
operated, and was in business within the five years before 
their study. 14 ) 
Ibrahim and Goodwin (1986) defined a small business as 
one which employed fifteen or fewer people, had less than 
US$ 2 million sales per year, and was owned and managed by 
one person or two partners .15 
( Steiner and Solem (1988) in their study defined a 
12Cuba , Richard; Decenzo, David, & Anish, 
"Management Practices of Successful Female 





13Hornaday, Robert W. & Wheatley, WaIter J. 
"Managerial Characteristics and the Financial Performance 
of Small Business." Journal of Small Business Management 
24 (April 1986),pp.1-7. 
14 Ibid ., p.3. 
15Ibrahim, A.B. & Goodwin, J.R. "Perceived Causes of 
Success in Small Business." American Journal of Small 
Business 11 (Fall 1986), p.42. 
13 
small business as one which employed fewer than 200 
employees .16 )_ 
( Perry e~ al. (1988) regarded a small business as one 
. , ..... .. ... 
in which one or two people made all the necessary de,cisions 
without the help of internal specialists. H) 
In the local contex.t, Sit et al. (1979) defined a 
small business as one which employed less than 50 
workers. IS It was also mentioned that the ceiling could be 
rai-sed to 'less than 200 workers.' 19· This depends very 
much on the type of industry as some labour-intensive 
industries such as garment may have more labours which 'may 
still be regarded as small. ' Tuan et al. (1986) a~so us~d 
employment size of less than 50 as the definition for a 
small business. 20 In both studies, no additional criterion 
such as sales turnover was used for the sake of simplicity. 
The advantage of this approach is that it is much easier to 
get the employment size of respondents than to use 
16Steiner,Michael P. & Solem, Olaf. "Factors for 
Success in Small Manufacturing Firms." Journal of Small 
Business Management 26 (January 1988), p.52. 
17perry, Chad; Meredi th, G. G.; & Cunnington, H. J • 
"Relationship Between Small Business Growth and Personal 
Characteristics of Owner/Managers in Australia.'" Journal 
of Small Business Management 26 (April 1988), p.76. 
18Sit , Victor F.S.; Wong, S.L.; & Kiang, T.S. Small 
Scale Industry in a Laissez-Faire Economy: A Hong Kong Case 
Study. H.K.: Centre of Asian Studies, University of Hong 
Kong, 1979, p.21. 
19 Ibid. 
20Tuan , Chyau; Wong, Danny S. N .; & Ye, Chun-sheng. 
Chinese Entrepreneurship under Capitalism and Socialism -
Hong Kong and Guangzhou Cases. H.K.: Centre of Asian 
Studies, University of Hong Kong, 1986. 
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additional criteria such as sales turnover which is much 
more difficult to get. 
Discussion on Definition of Small Business 
We can see that there are both conceptual and 
-operational definitions of small business. However, 
operational definition of small business is preferred when 
~---- --------------------~---.--.---.-.-- -_ ... __ .. -_. __ .. _-_.----- ---_ .. _--_._._.---_. __ .--- ----_._. __ ._-_ .. __ ._------ -----------
conducting rese~rches as replication is thus possible and 
--- -_... . 
future work can be built upon past work. 
Concernin:g operational defini tions, it can be - seen 
from previous studies that · small business has generally 
been classified based on the number ~f employees (input) 
_---------------.w-- -----.------------ -----
and/or annual sales (output). 
As the definition of small business in the previously . 
mentioned local studies was based on employment size, this 
study would also adopt the same defini tion for a small 
business. Since this study is focused on small 
manufacturing establishments, a small business in this 
study is specifically defined as follows: 
~ small business in this study refers to a 
• .I ''''''' ' manufacturing establishment which emplo.ys less ~~f r l ' ~l{?, 
~~ . than 50 workers) 
J" '" ~ ~~ It must be admi tted that al though the cri terion of 
'less than 50 workers' may seem to be reasonable for the 
whole manufacturing industry, it may be either too low or 
· too high for some sectors. In some technology-intensive 
industries, the limi t may be too high whereas for some 
labour-intensive industries, the limit may be too low. 
15 
Definition of Success 
Success is very difficult to define as people may 
attribute different subjective meanings to it. Success may 
~ 
mean earning high profit, meeting self-expectation, being 
1 
self-employed, survival, sales growth, etc. 
Different authors used different definitions of 
success in their studies. Stuart and Abetti (1986) 
summarized the definitions of success and classified them 
( 
along various dimensions as follows: 21 
"1) Subjecti .ve versus Objective 
For instance, in Project New Prod, managers were asked 
to select a pair of products, one successful, one 
unsuccessful, according to their judgement. 
2) Bimodal, . Multimodal versus Continuous 
Initial studies, as Sappho, classified innovations as 
successful or unsuccessful. Later studies included 
various degrees of success or lack of success. For 
instance, a Canadian study classifies companies as 
unsuccessful, marginal, or successful. Maidique uses 
a 7-level scale to categorize the degree of product 
success based on the returns achieved. 
----
Other studies 
use continuous variables such as sales growth, time 
_- ---- ----------J ... ___ __ ~, 
----. .. 
period to ~~C?s~~!'ye cash flow, return on investment or 
equity, etc. 
21See Stuart, Robert& Abetti, Pier A. "Field Study of 
Start-up Ventures -- Part 11: Predicting Initial Success." 
in Ronstadt, Robert; Hornaday, John A.; Peterson, Rein; & 
Vesper, . Karl H. (Eds.), Frontiers of Entrepreneurship 
Research, Wellesley, MA: Babson College, 1986, pp.24 & 25. 
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3) Financial versus Non-financial 
Financial measure are easily identified, while non-
financial measures range from increase in employment 
: .. ... ,... ' 
to contributions to society, or to the l~arning 
process of .the firm. For instance, Maidique has 
pointed out that prdducts which were finanriially not 
successful could actually be called successful in non-
financial terms, inasmuch as these contributed to the 
learning cycle of the firm and to subsequent highly 
successful products. 
4) Meeting or Not Meeting Expectations 
Finally, success can be defined as - meeting 
expectations (usually management's) regardless of the 
amount of realism versus -- wishful thinking, 
conservative versus challenging goal setting which 
went into the formulation of such expectations." 
Because success may have different meanings to 
different people and may be classified along various 
dimensions, Cooper et al. (1986) in their study simply left 
the entrepreneur to define it. 22 Some studies simply did 
' -------- --
not define what success meant within them. For example, 
Montango et al. (1986) did a study on perception of 
entrepreneurial success characteristics but made no 
22Cooper, Arnold C.; Dunkelberg, William C.; & Woo, 
. Carolyn Y. "Optimists and Pessimists: 2994 Entrepreneurs 
and Their Perceived Chances for Success." in Ronstadt, 
Robert; Hornaday, John A.; Peterson, Rein; & Vesper, Karl 
H. (Eds. ) , Frontiers of Entrepreneurship Research, 
Wellesley, MA: Babson College, 1986, p.566. 
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definition for suc~ess.23 
On the other hand, Sandberg and Hofer (1987) 
operationalized the definition by defining it in two 
, .... . ... 
categories: highly successful and successful. 24 < Highly 
---- .. _-- -_._-.. --------
successful ventures referred to those firms which had 
attained profitability and equity holders had reaped 
returns of at least 30% per annum when disposing of shares. 
If no equity had been sold, then ROE had exceeded 30% over 
the venture's life. Successful ventures referred to those 
firms which had attained profitability, but equity holders 
ha-d not been so well rewarded as in highly succ·efssful 
ventures. 
In another study, Steiner et al. (1988) regarded firms 
wi th sales increased above the industry growth rate or 
which kept pace with 
successful. 25 
the industry growth rate as 
Hornaday and Aboud (1971) defined a successful 
entrepreneurs as a man or woman who started a business 
where there had been none before, who had at least eight 
employees and who had been established for at least five 
, 23Montango, Ray V.; Kuratko, Donald F.; & Scarcella, 
Joseph H. "Perception of Entrepreneurial Success 
Characteristics." American Journal of Small Business 10 
(Winter . 1986), pp.25-32. 
24Sandberg, William R. & Hofer, 
.New Venture Performance: The Role 
Structure, and the Entrepreneur." 
Venturing 2, 1987, p.12. 
Charles W. "Improving 
of Strategy, Industry 
Journal of Business 
25Steiner, Michael P. & Solem, Olaf. Ope cit., p.52. 
18 
years.26 
Ibrahim & Goodwin (1986) defined firms which had an 
above average rate of return on sales (as compared to 
:- - ... 
competi tors of the same size and type of business) 'and had 
been in business for five or more years as successful. 27 
Cuba et al. (1983) defined success in three 
categories: sales, gross profit, and age longevity.28 
Firms which had survi ved for more than five years were 
regarded as successful. However, the authors did not state 
how large the sales or profits were in order to be regarded 
as- successful. 
Myrick (1977) "in his study operationalized the 
definition of success for a small business as: (1) it had 
been operating for a minimum of five years; ( 2 ) it had 
earned net profi ts on sales of at least 12% for the 
previous three years of operations; (3) sales had grown at 
an average rate of 10% annually throughout the period of 
the firm's existence; and (4) it had maintained a current 
ratio of at least 2 to 1 throughout its life. 29 
26Hornaday, John A. & Aboud, John. "Characteristics of 
Successful Entrepreneurs." Personnel Psychology, (Summer 
1971), pp.141-153, reprinted in Baumback, C.M. & Mancuso, 
J.R. (Eds.), Entrepreneurship and Venture Management, 2nd 
ed., Englewood Cliffs, N.J.: Prentice Hall, 1987, pp.24-36. 
27Ibrahim, A.B. & Goodwin, J.R. OPe cit., p.42. 
28Cuba , Richard; Decenzo, David; & Anish, Andrea. 
cit., p.41. 
29Myrick, Fred L. "Successful Small Business 
Managers." Journal of Small Business Management 15 (July 
1977), p.19. 
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2.5 Discussion on Definition of Success 
It is seen that success was defined in terms of many 
cri teria such as self-perception, profitability, sales 
, .... ..... 
growth rate, return on sales, gross profit, age longevity, 
etc. There is no one general defini tion of success. 
- Different researchers set different criteria for success. 
The definition set by different researchers might be 
---, 
specific to the industry under their study. We notice that 
most of their success definitions are bas~d on more than 
one criterion. Most of them used financial performance 
..:':-,-
such as net profit ratio, sales, gross profit as a success 
indicator with age longevity as an additional criterion. 
Since this study is targeted at various industries, it 
is difficult to set objective criteria of success in 
absolute terms for all of them. If success is defined in 
terms of rate of return on equi ty, this may vary among 
different industries because of the difference in risk, 
stage of development, level of skills required, etc. 
Besides, most small business owner/managers are unwilling 
to disclose the financial information of their businesses 
to outsiders, particularly those concerned with 
profitability. Thus, a specific rate of return would seem 
unsuitable. 
----' ---
Besides, in the eyes of some people, success 
does not necessarily mean good financial performance. It 
may meari other things such as satisfaction, self-autonomy, 
being self-employed, etc. 
Despite the above limitations, an ~perational 




in business. 31 According to a study by Ganguly (1985) in 
the United Kingdom, those firms which · failed within ten 
years of starting business, 83% occurred in the first five 
Hence, few firms can survive for a long time. 
The criterion of being in business for five or more years 
thus seems reasonable as an addi tional element of the 
definition of success. This criterion was also adopted by 
Myrick (1977) as one of the criteria of success. 33 Cuba et 
al. (1983) used this as one of the three success measures 
too. 34 
2.6 Causes of Success 
Numerous studies have been done on the causes of 
success for small businesses and factors affecting their 
performance. Most of them concentrate on only one or 
several aspects which may affect the performance of small 




structure, strategic planning, business functions, etc. 
------- .. ,,~ ... ,. ',.....- ~ ' .. 
Most of the past researches have focused on successful 
31Shapero, A. & Gigl ierano, J. "Exi ts and Entries: A 
~' Study in Yellow Pages Journalism." in Vesper, Karl H. 
(Ed.), Frontiers of Entrepreneurship Research, Wellesley, 
MA: Babson College, 1982, pp.117 & 118. 
32See Storey, David; Keasey, Kevin; Watson, Robert; & 
Wynarczyk, Pooran. The Performance of Small Firms: 
Profi ts, Jobs and Failures. Wolfeboro, New Hampshire: 
Croom Helm, 1987, p.11. 
33Myrick, Fred L. OPe cit., p.19. 
34 Cuba , Richard; Decenzo, David; & Anish, Andrea. 
cit., p.41. 
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entrepreneurs and their characteristics. In fact, the word 
"entrepreneur" has almost become synonymous with 
"successful entrepreneur. ,,35 In examining the 
psychological characteristics of successful entrepreneurs, 
Hornaday and Aboud (1971) found that successful 
entrepreneurs were significantly higher on scales 
reflecting need for achievement, independence, and 
effectiveness of their leadership, and were low on scales 
reflecting emphasis on need for support. 36 
. Baumback (1981) summarized the findings of others 
about person~lity characteristics of successful ~~small 
business owner~manag~rs with the conclusion that they rated 
high in the following trai ts: 37 friendliness, enthusiasm, 
sincerity, industriousness, vigor, perseverance, 
positiveness, initiative, responsibility, and decisiveness. ' 
Similarly, in summarizing the findings of others, Gray 
(1987) found out the abilities or qualities of 
entrepreneurs which were important to success in order 'o~ 
V 
importance: 38 
Most Important: perseverance, desire and willingness to 
35Sexton, Donald L. "Research Needs and Issues in 
JEntrepreneurship," in Kent, Calvin A.; Sexton, Donald L.; 
& Vesper, Karl H. (Eds.), Encyclopedia of Entrepreneurship, 
Englewood Cliffs, N.J.: Prentice-Hall, 1982, p.385. 
36Hornaday, John A. & Aboud, John. OPe cit. 
37Baumback, Clifford M. Baumback's Guide to 
Entrepreneurship: What it Takes and How to Do it. 
Englewood Cliffs, N.J.: ' Prentice-Hall, 1981, p.32. 
38Gray , Douglas A. The Entrepreneur's Complete Self-
Assessment Guide: How to Determine Your Potential for 
Success. London: Kogan Page, 1987, p.68. 
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take the initiative, competitiveness, 
self-reliance, strong desire to 
achieve, self-confidence, and good 
: .. ...... 
physical health. 
Important: willingness to take risks, high level 
of energy, ability to get along with 
employees, versatility, desire to 
create, as well as innovation. 
Least Important: ability to lead effe cti vel y, 
willingness to tolerate uncertainty,' 
strong desire for money, patience, 
b~{ng well organized, need fo~ power, 
and need to closely associate with 
others. 
In an article by Capati (1985), there is a summary of 
successful characteristics/traits often attributable to 
entrepreneurs from various studies in different 
countries. 39 There are totally 'forty-two characteristics. 
They can be grouped under several headings such as 
psychological/personality traits (confidence, creativity, 
initiative, cooperativeness, etc.), skills (ability to 
~ influence others, versatility, knowledge of product, 
market, machinery, technology, tolerance of ambiguity, 
etc. ) and behaviour (hard-working, learning from 
mistakes/experiences, etc.). 
39Capati, A.P. "Cross-cultural Characteristics of 
Entrepreneurs. " in EI-Namaki et al. (Eds. ) , 
Entrepreneurial Development and Small Industry Stimulation 
in Developing Countries, Delft: RVB, 1985, pp.47 & 48. 
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A closer. look at the above four studies (Hornaday and 
Aboud, 1971; Baumback, 1981; Gray, 1987; Capati, 1985) 
reveals that the factors leading to success are more or 
, .... ~ ... ' 
less similar. 
Some studies · centered on the personal background, 
psychological characteristics and skills of the small 
business owner-managers. Myrick (1977) examined the 
characteristics of a group of successful small business 
owner-managers. 40 From the study, a profile of successful 
small business owner-manager was drawn. The average age of 
the successful respondents was forty-two and most o.f ·- them 
were married. The educational level of them was. mixed, 
with some without finishing high school while some having 
attended college briefly. All of them had previous 
experience in the field they were operating. They all were 
knowledgeable and ready to accep~ changes. They exhibited 
a strong degree of personal competence with the feeling of 
mastery over themselves and the environment. 41 Judging 
from this study, it seems that age, marriage, prior 
experience, knowledge, flexibility, and internal locus of 
control are important to the success of a small business. 
~ However, education does not seem to be important to 
success. 
Cooper (1982) ci ted the findings of a study on new 
40 Myrl"ck, Fred L. "t 19 21 OPe Cl ., pp. - . 
41 Ibid ., p.20. 
25 
small manufacturers (Hoad and Rosko, 1964)42 that the 
combination of education (one or more years in college) and 
prior industry experience was associated wi th greatest 
, ...... ... 
success among those new small manufacturers. 43 Cuba ' et al. 
(1983) studied the management practices of successful 
female business owners. H . Their findings suggest that 
education, prior experience, and delegation skills are 
important to the success of female small business own~rs.45 
These two studies have the common conclusion that education 
and prior experience are important to the success of a 
small business. Their findings contradict that of Myrick 
(1977) that education is not a determining factor of 
success. 
Cuba and Milbourn (1982) examined the degree of 
- delegation by small business owners and the effect of the 
extent of delegation on business survival and financial 
success. 46 The result shows that delegating owners reaped 
significantly higher sales and profits than those owners 
42 Hoad, W. & Rosko, P. Management Factors Contributing 
to the Success or Failure of New Small Manufacturers. Ann 
Arbor: University of Michigan, 1964. 
43 See Cooper, Arnold c. "The Entrepreneurship-Small 
Business Interface." in Kent, Cal vin A.; Sexton, Donald 
L.; & Vesper, Karl H. (Eds.), Encyclopedia of 
Entrepreneurship, Englewood Cliffs, N.J.: Prentice-Hall, 
1982, p.200. 
HCuba , Richard; Decenzo, David; & Anish, Andrea, ~ 
cit., pp.40-46. 
45 Ibid ., p.43. 
46 Cuba , Richard C. & Milbourn, Gene, Jr. "Delegating 
for Small Business Success." American Journal of Small 
Business 7 (Oct-Dec 1982), pp.33-41. 
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who repeatedly performed tasks themselves, particularly the 
routine paperwork. 47 
Begley and Boyd (1986) examined the relationships 
: . .. ... 
between financial performance and characteristics "of the 
firm and the chief executive officer (CEO).48 They found 
that owners running the firms they founded performed better 
than non-founder owner-firms. 49 The two CEO experience 
indicators - years in position and years with the company 
showed little effect on financial performance. 50 
Per~y et al. (1988) traced the relationship between 
sales growth ' of established nursery and the personal 
characteristics of their owner-managers over a five-year 
period. 51 There were two hypotheses for the study. 
Firstly, among owner/managers of small businesses that had 
successfully started up, business growth correlated 
positively with the following business management 
characteristics: social credibility of growth, examples of 
growth in the industry, propo~tion of equity in initial 
I 
capital, proportion of profits reinvested, willingness to 
use external financing, experience with mentors, number of 
previous start-ups and business changes, experience in 
41 -Ibid., p.39. 
48Begley, Thomas M. & Boyd, David P. "Executive and 
Corporate Correlates of Financial Performance in Smaller 
Firms. " Journal of Small Business Management 24 (April 
1986), pp.8-15. 
49 Ibid., p. 12 . 
50 Ibid ., pp.12 & 13. 
51perry, Chad; Meredith, G.G.; & Cunnington, H.J. 
cit., pp.76-79. 
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growing industries and/or medium-to-large firms, and number 
and variety of previous start-up activities. Secondly, it 
was hypothesized that business growth correlated positively 
with the following personal characteristics: need for 
achieveme'nt, internal locus of control, and powerful 
- other's locus of control" and negatively with chance locus 
of control. The regression result shows that none of the 
hypotheses was fully supported. 52 They suggested that the 
relationship between the growth of a small firm after 
successful st~rt-up and personal characteristics of its 
owner/manager seemed to depend upon: (1) type of industry, 
(2) economic conditi~ns, (3) stage of business life cycle, 
(4) instruments used to measure business growth and 
personal characteristics, and (5) type of growth. 53 
In a local study done by Si t and Wong on 
small and medium manufacturing establishments, respondents 
were asked to give their conception of a successful 
businessmen. Hard-working was regarded as the most 
important factor among the seven options provided, followed 
by managerial skills and responsibility.55 In another 
study by Tuan et al. (1986), hard-working was also regarded 
52 Ibid ., p.77. 
53 I bid., p. 79 . 
54 Sit , Victor F.S. & Wong, S.L. Small and Medium 
Industries in An Export-Oriented Economy: The Case of Hong 
Kong. H.K.: Centre of Asian Studies, University of Hong 
Kong, 1989. 
55 Ibid ., p.119. The seven factors provided were hard-
working, managerial skill, responsibility, new knowledge, 
open-mindedness, profit-orientation, and willingness to 
take risk. 
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as a major factor for success. 56 
The li terature also reveals that some researchers 
examined the effect of functional management on the 
performance of small business. Peterson and Lill (1981) 
tried to identify marketing characteristics differentiating 
successful from unsuccess'ful small business. 51 In their 
study, the focus was only on marketing factors without 
considering other factors such as the psychol~gical 
characteristics of the owner/managers. It was found that 
more profitable firms in the sample tended to have specific 
consumer-oriented goals. They also had very clearly 
defined marketing po~icies, goals and procedures which were 
often put in writing. Moreover, they tended to provide 
extensive services to consumers. They tended to have a 
narrow, tightly defined target market. Finally, they made 
extensive use of word-of-mouth promotion. 58 
Another study (Riggs and Bracker, 1986) focused on the 
effect of systematic application of various operations 
management decision-making techniques on the financial 
performance of 183 dry-cleaning firms. 59 Result shows that 
firms using forecasting and aggregate planning techniques 
56Tuan , Chyau; Wong, Danny S.N.; & Ye, C.S. Opt cit., 
p.28. 
51peterson, Robin T. & Lill, David J. "An Examination 
of Marketing Factors Related to Small Business Success." 
Journal of Small Business Management 19 (October 1981), 
pp.64-66. 
58 Ibid ., pp.64 & 65. 
59Riggs, Wal ter E. & Bracker, Jeffrey S. "Operations 
Management and Financial Performance." American Journal of 
Small Business 10 (Winter 1986), pp.17-23. 
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financially out-performed those firms which did not employ 
these techniques. 60 
There have also been a number of studies examining the 
: .... . ... 
effect of various factors on success of small busin~sses. 
An exploratory study done by Steiner and Solem (1988) 
attempted to identify the factors that might have an impact 
~n the success of small manufacturing enterprises. 61 Since 
the study was exploratory in nature, no attempt was made to 
identify industry-specific strategies, managerial 
abilities, or other specific characteristics related to the 
operations of successful small manufacturing firms .. ,,>-.- The 
findings were that: 62 (1) all the owner/managers of 
successful firms had prior experiences in related business; 
(2) the adoption of new manufacturing technologies and the 
availabili ty of resources to adopt new technology were 
strongly related to success; (3) successful companies had 
adequate labours at competitive wage levels; (4) successful 
companies had developed competitive advantages in terms of 
cost, product, market, or customers; ( 5 ) successful 
companies tended to change their production technology and 
product mix more frequently in response to industry 
- advances and customer needs; and (6) successful firms, for 
the most part, planned their operations and approaches to 
the marketplace either formally or informally, resulting in 
60 I b i cl., p. 21 . 
61Steiner, Michael P. & Solem, Olaf. OPe cit., pp.51-
56. 
62 Ibid ., pp.55 & 56. 
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clearly defined competitive advantages. 
Another study by Ibrahim and Goodwin (1986) attempted 
to identify the perceived extent of influence of 
entrepreneurial values, management skills, interpersonal 
skills, and environments on small business success. 63 They 
found that entrepreneurial behaviour (as measured by the 
personality attributes) was the key success factor in small 
business, followed by managerial skills, and the less 
important one, interpersonal skills. Environmental 
variables were found not to be significant during their 
ini tial study but they became important during _ .,~their 
replication study.64 The personal values of entre~reneurs 
found to be important were intuition, extrovert, risk 
taking, creativity, flexibility to change, great sense of 
independence, and high value of time. The next important 
factor category was management skills which included 
effective management of cash flow, niche strategy, pre-
ownership experience, education, delegation, and simple 
organization structure. The third important factor 
category, interpersonal skills, included good customer and 
employee relations, good relations with a credit officer, 
and good interpersonal skills. 
Foley (1985 )65 hypothesized that small firm success 
63Ibrahim, A.B. & Goodwin, J.R. Ope cit., pp.41-50. 
64 Ibid ., p.42. 
65 See Cragg, Paul B . . & King, Malcolm . "Organizational 
Characteristics and Small Business Performance Revisited." 
ENTREPRENEURSHIP Theory and Practice 13 (Winter 1988), 
p.51. 
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depended on: (a) personal characteristics of owner/manager; 
(b) marketing management policies; and (3) size and age of 
organization. Findings show that marketing management 
, .... ~ ... 
policies offered the best explanation of financial success 
- particularly new product development, written business 
plan, number of marketing/sales staff, and existence of 
marketing/sales department. Besides, size of business and 
age of controller were found to be important too. 
Neiswander and Drollinger (1986) found several 
critical success factors from their study on 62 
entrepreneurial firms. 66 The critical success factors 
identified were quali ty products/services and abili ty to 
deliver them quickly or on time. The less critical factors 
ci ted were having key contacts in the industry, having 
knowledge of customers' needs, and the ability to create 
product or process innovations. The unimportant factors 
identified included patent protection, barriers to 
competition, location, as well as long-term contracts. 
There were some studies which attempted to investigate 
the influence of planning on financial performance of small 
businesses. Ackelsberg (1985 )61 hypothesized that there 
was a positive relationship between planning and economic 
performance and this relationship would be different among 
different types of business. Their findings confirmed that 
66Neiswander, D. Kirk & Drollinger, John M. "Origins 
of Successful Start-up Ventures." in Ronstadt, Robert; 
Hornaday, John A.; Pet'er-son, Rein; & Vesper, Karl H. 
(Eds.), Frontiers of Entrepreneurship Research, Wellesley, 
MA: Babson College, 1986, p.335. 
67 See Cragg, Paul B & King, Malcolm, Opt cit., p.52. 
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planners out-performed non-planners. Analytical planning 
activities (e.g. assessing strengths and weaknesses, 
identifying and evaluating alternatives, and revising 
: ....... 
, 
plans) were found to be related to performance, but not 
formalized planning activities (written goals, written 
~, plans, and budgets). The ' study also showed that there was 
no consistent relationship between planning and economic 
performance across different types of firms. 
Bracker et al. (1988) also 4id a study to examine the 
relationship between planning process sophistication and 
the financial performance of a selected group of small 
firms in a growth industry. 68 Results support past 
research on strategic planning and financial performance. 
There was a significant positive relationship between 
planning orientation and financial performance. There was 
no evidence that type of entrepreneur (opportunistic or 
craftsman) was a determinant : of successful financial 
performance. 69 , 
However, another study (Cragg and King, 1988)70 found 
that planning had no significant effect on financial 
performance. The only planning variable with statistical 
significance was written plan but it had negative 
68Bracker, Jeffrey S.; Keats, Barbara W.' ; & ' Pearson, 
John N. "Planning and Financial Performance Among Small 
Firms in a Growth Industry." Strategic Management Journal 
9 (1988), pp.591-603. 
69 Ibid ., pp. 597 & 598. 
10Cragg, Paul B. & King, Malcolm. Opt cit., pp.49-64. 
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relationship wi th financial performance .11 This finding 
contradicts those of the above two studies (Ackelsberg, 
1985; Bracker et al., 1988). Another amazing finding is 
,'- .. , 
that there was negative relationship between number of 
marketing/sales staff and financial performance ,12 In 
addition to examining the impact of planning on financial 
performance, this study also assessed the influence of 
owner/manager and company characteristics on financial 
performance. It was found that age of the owner/manager, 
age of the firm and desire for company growth were 
important to financial performance.?3 ... ,":'.-
Another study by Miller and Toulouse (1986) 1t also 
investigated the impact of strategy and some other factors 
on financial performance. The additional factors studied 
included structure of the firms as well as characteristics 
of the CEOs. The major findings were: (1) the relative 
growth and profitability of small firms correlated highly 
wi th an innovative product-market posi tion and a more 
aggressive and analytic mode of decision making authority 
by the CEO; (2) the use of trained professional managers 
and experts were also associated with better relative and 
absolute performance; and (3) flexibility and an internal 
71 Ibid " pp.55 & 56. 
12 Ibid . 
13 Ibid., pp. 56 & 57. 
14Miller, Danny & Toulouse, Jean-Marie. "Strategy, 
Structure, CEO Personality and Performance in Small Firms." 
American Journal of Small Business 8 (Winter 1986), pp.47-
62. 
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locus of control seemed to have positive impact on 
performance. 75 
Thereafter, Sandberg and Hofer (1987) examined the 
role of"'strategy, industry structure, and the entrepr~neur 
in new venture performance. 76 They rejected the 
traditional model of new venture performance, which argued 
that success was based solely on the characteristics of the 
entrepreneur, and supported instead the broader view of 
venture capitalists, which claimed that success depended 
not only on the characteristics of the entrepreneur, but · 
also on the structure of the industry entered and .~ .~the 
strategy of the venture involved. 11 
Covin and Slevin (1989) tried to investigate the 
effect of external environment (hostile or benign) on 
financial performance of small manufacturers with different 
organization structures and strategic postures. 18 Results 
indicate that small firms of organic 'structure (i.e. more 
flexible) generally performed best in hostile environment, 
whereas small firms of mechanistic structure (i. e more 
rigid) generally performed best in more benign 
environments. Another finding is that small firms wi th 
high strategic posture ( i . e • entrepreneurial firms) 
15 Ibid ., p.59. 
16Sandberg, William R. & Hofer, Charles W. OPe cit., 
pp.5-28. 
71 Ibid ., p.5. 
18Covin, Jeffrey G. & Slevin, Dennis P. "Strategic 
Management in Hostile and Benign Environments." Strategic 
Management Journal 10 (1989): 75-87. 
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generally performed best in hostile . ~ enVlrOnmenl..s, whereas 
small firms with low strategic posture indices (i.e. 
conservative firms) generally performed best in more benign 
enviro~·~ents. 79 
2.7 Discussion ·on Causes of Success 
Having reviewed a lot of past studies, it can be seen 
that there still does not have a convergence of focu~ on 
causes of success in small business. Past studies are 
di verse wi th no comprehensi ve answer to the causes of 
success in small business. There is no doubt that "no 
study can ever reveal all the attributes in making small 
business successful. ,,80 However, we can see that there are 
a lot of factors which have effect on small business 
success. 
The first is the personality/psychological traits of 
small business owner/managers such as creativity, need for 
achievement, etc. (Hornaday and Aboud, 1971; Baumback, 
1981; Gray, 1987; Capati, 1985; Miller and Toulouse, 1986). 
The second category is the personal background of small 
business owner/managers such as age, education, marriage, 
prior work experience, etc. (Myrick, 1977; Hoad and Rosko, 
1964; Cuba et al., 1983; Foley, 1985). The third category 
is behaviour such as hard-working, learning from 
experience, etc. (Sit and Wong, 1989; Tuan, 1986; Capati, 
79 I bid., pp. 80 & 81. 
80 See Cragg, Paul B. & King, Malcolm. OPe cit., p.60. 
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1985)., The fourth category is skills such as communication 
skill, versatili ty, interpersonal skill, knowledge, etc. 
(Ibrahim and Goodwin, 1986; Capati, 1985; Gray, 1987). 
The fifth category is planning (Ackelsberg, 1985; 
Miller and Toulouse, 1986; Sandberg and Hofer, 1987; 
Bracker et al., 1988 ) The sixth category is external 
environments (Ibrahim and Goodwin, 1987; Sandberg and 
Hofer, 1987; Covin and Slevin, 1989). The seventh category 
is organization structure (Covin and Slevin, 1989), The 
eighth category is functional management (Peterson and 
. ... "';- , . 
Lill, 1981; Steiner and Solem, 1988; Riggs and Bracker, 
1986) . 
Since there are too many factors affecting the 
performance of small business, it is difficult to 
incorporate all the factors in one study to examine their 
effects on success of small business. Moreover, since 
there are some conflicting results among past studies, we 
cannot expect to find a set of factors which are useful in 
predicting success in every situation. For example, there 
are conflicting results between studies by Bracker et al. 
(1988) and Cragg & King (1988) on the effect of planning on 
financial performance. Thus, there is no one set of 
factors which is applicable to all situations. 
It is believed that there are no ttunique" causes of 
success. Instead, success will depend upon the interaction 
of the following primary variables: psychological 
variables, personal/demographic variables, organizational 
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variables, and situational/environmental variables. 81 
"These factors have direct and interactive effects on 
secondary predictor variables such as current business 
stage and type of business operation and industrial sector. 
These primary and ' ~econdary factors have both direct and 
.indirect influence on various outcome measures of 
success. ,,82 
2.8 Summary 
This chapter has reviewed the definition of ~.mall 
business, success, and causes of success for small business 
from the literature. 
In reviewing the li terature, it is found that there 
are lots of definition for small business, including 
conceptual and operational ones. There is no general 
agreement on its defini tion yet. Conceptually, a small 
business is independently owned, actively managed by its 
owner{s), and not dominant in its market. Operationally, 
the criteria describing a small business range from number 
of employees, amount of investment, to annual sales, etc. 
In general, number of employees and/or annual sales is/are 
more often used. 
Defini tion of success can be classified along four 
dimensions: (1) subjective versus objective; (2) bimodal, 
mul timodal versus continuous; (3) financial versus non-
81Carsrud, Alan L.; Olm, Kenneth W.; & Eddy, George G. 
OPe cit., p.375. 
82 Ibid . 
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financial; and (4) meeting or not meeting expectations. 
Like the case of definition of small business, there is no 
commonly agreed definition of success yet. In order to 
,'" "' ... 
conduct studies on small business, researchers 
operationalize its definition in their studies. Generally, 
financial measures are used including sales growth, return 
on sales, return on investment, profit growth, etc. Age 
longevi ty of the business is also normally used as an 
independent measure or to supplement financial measure. 
Concerning causes of success for small business, it is 
.. -~ .~ 
about the same as the above two cases without conclusive 
results. Past studies are piecemeal and not exhau~tive. 
Researchers tried to identify causes of success only from 
one or several aspects which lacked comprehensiveness. It 
is revealed that there are many factors affecting the 
success of small business. From the review of literature, 
we can see that the study areas can be grouped under eight 
categories. They are: ( 1 ) personality/psychological 
traits; (2) personal background; (3) behaviour; (4) skills; 
(5) planning; (6) external environments; (7) organization 





From Chapter 11, it is seen that there are lots of 
factors affecting the performance of small business. /Most 
previous studies tried to investigate the causes of success 
from a particular aspect, e. g. marketing (Peterson and 
Lill, 1981)1 or several aspects, e.g. entrepreneurial 
values, management and interpersonal skills, and 
environmental values (1brahim and Goodwin, 
strategy, industry structure, and characteristics of 
entrepreneurs (Sandberg and Hofer, 1987).3 In fact, it is 
impossible to incorporate all the potential factors 
affecting the success of a small business in any single 
study. It was admitted by Foley (1985) that "no study will 
Ipeterson, Robin T. & Lill, David J. "An ExaOmination 
of Marketing Factors Related to Small Business Success." 
Journal of Small Business Management 19 (October 1981), 
pp.64-66. 
21brahim, A.B. & Goodwin, J.R. "Perceived Causes of 
Success in Small Business." American Journal of Small 
Business 11 (Fall 1986), °pp.41-50. 
3Sandberg, William R. & Hofer, 
New Venture Performance: The Role 
Structure, and the Entrepreneur." 
Venturing 2, 1987, pp.5-28. 
Charles W. "Improving 
of Strategy, Industry 
Journal of Business 
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ever reveal all the attributes involved in making small 
business successful. ,,4 
Based on the literature review in Chapter 11, it is 
,'" .. ... 
found that past researches do suggest that many factors are 
important to the success of small businesses. The factors 
studied in the past include': (1) personality/psychological 
traits; (2) personal background; (3) behaviour; (4) skills; 
(5) planning; (6) external environments; (7) organiza~ion 
structure; and (8) functional management. They all have 
impact on the performance of small businesses. 
Nevertheless, it is impossibl~ to include all of them in 
one study. There are two major reasons for not including 
all the factors. First of all, the author does not want to 
make the study too "big" which would be difficul t to 
handle. Secondly, the inclusion of all factors would make 
the research instrument (questionnaire) too long which 
would reduce the response rate. 
3.2 Components of the Conceptual Framework 
Because of the exploratory nature of this study, not 
all the potential factors would be studied. The factors 
that the author would like to study are those internal to 
the small business owners including personal background, 
psychological/personality traits, behaviour and skills. 
External environment also imposes an impact on the 
4See Cragg, Paul B. & King, Malcolm.' "Organizational 
Characteristics and Small Firm's Performance Revisited. tt 
ENTREPRENEURSHIP Theory and Practice 13 (Winter 1988), 
p.60. 
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performance of small businesses. Therefore, environmental 
factors will also be studied. There is no doubt that the 
managem~nt of various business functions is also important 
to the success of a small business. Thus, the author is 
also interested in examining their effects on small 
business success. The business functions that are to be 
examined include accounting and finance, personnel, 
marketing, and production. The proposed framework is shown 
in Figure 1. 
3.2.1 Personal Background 
The perceptions of personal background on small 
business success would be examined. The factors considered 
include age, sex, educational level, parents' occupations, 
family's wealth, marriage, previous start-up experience, 
and previous employment experience. 
3.2.2 Personality/Psychological Traits 
Factors to be examined include creativity/innovation, 
extrovert/optimistic, calm, self-confidence, initiative, 
objective, high need for achievement, self-determination, 
willingness to take risk, desire for money, high need for 
autonomy, trust others, and perseverance. 
3.2~3 Behaviour 
The perceptions of impact of behaviour including hard-
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grasping opportunities, and introspection on small business 
success would be investigat~d . 
. ~ .. -
3~2.4 Skills 
The effect of interper~onal and communication skills, 
analytical abili ty, persuasion, systematic planning, 
busin~ss, industrial and technical knowledge, dealing with 
failure, insight, tolerance of ambiguity, and 
versatility/flexibility on small business success would be 
studied. 
3.2.5 Environmental Factors 
The effect of political, government, legal, economic, 
and cultural environments on small business success would 
be another area to be studied. 
3.2.6 Accounting and Finance 
The effect of various factors relating to accounting 
and finance (e.g. cash management, use of hire purchase, 
budgeting, accounting ratio analysis, short-term 
borrowings, forecast of financial needs, etc.) would also 




Factors wi th respect to the personnel area such as 
:- "-
labour turnover, employee motivation and participation, 
manpower planning, . recrui tment and selection, are to be 
explored to see their influence on small business success. 
3.2.8 Marketing 
Marketing factors like advertising and promotion, 
niche strategy, product differentiation, etc. are another 
scope studied here to see their effect on small business 
success. 
3.2.9 Production 
The production side is another area that cannot be 
ignored. Factors considered here include mechanization, 
sales forecasting, quality control, inventory control, 
subcontracting, etc. 
3.3 Discussion 
It is important to recognize that 
framework does not cover all the possible 
this simple 
factors which 
would affect the performance and success of small business. 
In fact not all factors which may have an impact on 
success of a small business are investigated here. For 
example, the effect of strategic planning on the financial 
performance of small business is not investigated. There 
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are several reasons why the author does not include this in 
the study. First, it is believed that small business 
owner/m.l:lnagers tend to struggle for day-to-day survival and 
be overloaded with their day-to-day operations that they 
cannot have time to make strategic planning. Second, Hong 
Kpng small business owner-managers tend to be short-sighted 
and eager to earn quick money, it is qui te unlikely for 
them to bother having long-term strategic planning. Third, 
as mentioned before, the inclusion of this would make the 
questionnaire t~o lengthy which will reduce the response 
rate. The organization structures of small manufacturing 
establishments are also not studied because of the last 
mentioned reason. 
In fact, the nine categories of factors cannot be 
treated independently. They have interactive effects on 
small business success. 
small business success. 
It is true that they would affect 
However, success would influence 
them too. Their relationship is two-way rather than one-
way. Success would also influence one's personality 
traits, behaviour, skills, as well as the management of 
various business functions. The author believes that their 
effects on success/performance would not be the same. 
Thus, this study tries to rank their importance. The 
ranking would be done in two parts. The first part is for 
factors 3.2.1 to 3.2.5, i.e. personal qualities and 
environmental factors. The second part is for factors 
3.2.6 to 3.2.9, i.e. various functional factors. 
On the other hand, it is noticeable that this study 
46 
aims at examining the perceptions of small business 
owner/managers on causes of success. Therefore, the effect 
of various categories of factors on small business success 
only reflects the perceptions of small bu'siness 
owner/managers on their significance. 
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CHAPTER IV 
METHODOLOGY OF THE STUDY 
4.1 Definition of Small Business 
As discussed in Chapter 11, the definition of a small 
business would" be based on employment size. For - the 
..:~ .. 
purpose of this study, a small business refers to a 
manufacturing establishment which employs less than fifty 
workers. 
4.2 Definition of Success 
After reviewing the literature, an operational 
definition of success is also proposed. It was defined in 
this study as earning an above average rate of return on 
sales (as compared to competitors of the same size and type 
of business) AND having been in business for five or more 
years. 
4.3 Sample and Data Collection 
The target population was those manufacturing 
establishments with employment size of less than 50. The 
number was 46,807 as at the end of third quarter of 1989. 
(Hong Kong Monthly Digest of Statistics, June 1990). The 
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focus was on major industries such as textiles and 
clothing, electronics, plastics, etc. The target 
respo~~ents were the owners or managers of small 
manufacturing establishments. The sample was drawn from 
various sources: author's visits and distributions, 
relatives' and friends' , referrals, mailing after 
telephoning target respondents. 
The data were collected from late February to early 
April of 1991 through a questionnaire. A total of six 
factory districts were visited including Fo Tan, Cheu~g Sha ~ ~ 
Wan, Kwun Tong, Kwai Chung, Tsuen lvan and San Po · KOng~ 
~ Some target respondents were contacted by telephone. They 
--
were drawn from the Business Directory of Hong Kong 1990. 
After they had agreed to fill in the questionnaire, 
questionnaires were sent to them. A cover let ter ( see 
Appendix 1) explaining the purpose of the study, and a 
self-addressed, stamped envelope used for their return were 
attached. 
A total of 524 questionnaires were distributed or 
mailed, 104 were returned. However, seven of them were of 
employment size greater than fifty. One empty 
questionnaire was returned. Two were not completed 1n 
parts concerning personal and company details and one was 
not completed in many variables. Hence, a total of 93 
questionnaires were usable. This led to a total usable 
response rate of 17.7%. In fact, out of these 93 
questionnaires, there were still some non-responses in some 
questionnaires. Regarding the treatment of these non-
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responses, some were treated as missing values (those with 
expected responses from "not important", "slightly 
important", "fairly important" to "very important"). In 
the case of one-to-five point scale ranging from "strongly 
disagree" to "stro.ngly agree", missing data were assigned 
a value of three (i.e . . treated as neither agree nor 
disagree) .1 
Secondary data were collected from government 
statistics, previous studies by academics, reports, etc. 
These provided background information about the Hong Kong 
manufacturing industries and findings of others for the 
author's reference. 
4.4 Design of Questionnaire 
The conceptual framework of this study was the main 
reference in the design of the questionnaire. An eight-
page structured Chinese questionnaire was designed (nine-
page for English version, see Appendices 2 and 3) to get 
information about small business owner/managers' 
perceptions on causes of success. Success was defined 
operationally so that there was an objective measure of 
success. Besides giving the definition of success and 
asking respondents if their businesses were successful, 
four sections were designed to get their perceptions on 
IThis method was us~d by Dunkelberg and Cooper. See 
. Dunkelberg, William C. & Cooper, Arnold C. "Entrepr.eneurial 
Typologies: An Empirical Study." in Vesper, Karl H. (Ed.), 
Frontiers of Entrepreneurship Research, Wellesley, MA: 
Babson College, 1982, p.14. 
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causes of success and their personal and company details. 
Concerning questions in Section A, respondents were 
asked to evaluate the importance of various categories of 
factors embracing personal background, personality/ 
psychological traits, behaviour, skills and environments to 
the success of small busi~ess. Itemized rating scale with 
four scales was used: not important, slightly important, 
fairly important and very important. Respondents were' also 
asked to rank the importance of the above five categories 
of factors. 
In Section B, Likert summated rating scale was used 
with five scales ranging fr6m strongly disagree to itrongly 
agree to evaluate respondents' degree of consent on the 
importance of the four categories of functional factors: 
accounting and finance, personnel, marketing, and 
production. Respondents were asked to rank them according 
to their importance too. 
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4.5 Sources of Reference for the Questionnaire Design 
In order to design the questionnaire, a number of 
books " and articles have been used as references. < Some 
adaptations were ~ade from them while some of them were 
used as references only. 
4.5.1 Definition of Success 
The definition of success was adapted from the article 
by Ibrahim and Goodwin (1986)2 with no modification. 
4.5.2 Factors Relating to Personal Background, 
Personality/Psychological Traits, Behaviour, 
Skills, and Environments 
The factors above (Section A) within the questionnaire . 
were mainly adapted from books and articles by Gray 
(1987)3, Ibrahim and Goodwin (1986)·, Capati (1985).5 Some 
of them were designed by the author such as 'share similar 
cultural background with the market' and 'politically 
stable. ' 
2Ibrahim, A.B. & Goodwin, J.R. "Perceived Causes of 
Success in Small Business." American Journal of Small 
Business 11 (Fall 1986), p.42. 
3Gray , Douglas A. The Entrepreneur's Complete Self-
Assessment Guide: How to Determine Your Potential for 
Success. London: Kogan Page, 1987. 
4Ibrahim, A.B. & Goodwin, J.R. QQ. cit., pp.41-50. 
5Capati, A. P. "Cross-cuI tural Characteristics of 
Entrepreneurs. " in EI-Namaki et al. (Eds. ) , 
Entrepreneurial Development and Small Industry Stimulation 
in Developing Countries, Delft: RVB, 1985, pp.45-55. 
4.5.3 Factors Relating to Accounting and 
Finance, Personnel, Marketing, 
and Production 
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The sources of references for these factors (Section 
B) were mainly drawn from books and articles by Tuan 
Milne and Thompson (1986)1, Neiswander and 
-Drollinger (1'986)8 , Burstiner (1989)9, Teng and Chen 
(1979)10, H.K.M.A. (1985)11, Kuratko and Hornsby (1989)12, 
Ibrahim and Goodwin (1986)13, etc. Some of the factors 
were designed by the author such as 'good relationship with 
import/export houses' and 'plant relocation.' 




The 1989 Hong Kong Manufacturing 
H. K.: Department of Operations and 
The Chinese University of Hong Kong, 
1Milne, Tom & Thompson, Marcus. "Patterns of , 
Successful Business Start Up." in Faulkner, T.; Beaver, G.; 
Lewis, J.; & Gibb, A. (Eds.), Readings in Small Business, 
Aldershot: Gower, 1986, pp.56-89. 
8Neiswander, D. Kirk & Drollinger, John M. "Origins of 
Successful Start-up Ventures." in Ronstadt, Robert; 
Hornaday, John A.; Peterson, Rein; Vesper, Karl H. (Eds.), 
Frontiers of Entrepreneurship, Wellesley, MA: Babson 
College, 1986, pp.328-343. 
9Burstiner, Irving. The Small Business Handbook. 
Revised ·ed., N.Y.: Prentice-Hall, 1989. 
lOTeng, T. B & Chen, K. K. Small Bus iness Management. 
(in Chinese), Taipei: United Economics Publishing, 1979. 
llHong Kong Management Association. Financial Planning 
for Small and Medium Enterprises. (in Chinese), Hong Kong, 
1985. 
12Kuratko, Donald F. & Hornsby, Jeffrey S. "Human 
Resource Management Practices in the 80's and Trends for 
the 90's." in The Entrepreneur and the Change of the 90's, 
Proceedings of the 34th World Conference of the 
International Council for Small Business, Quebec, June 21-
22-23 1989, pp.155-170. 
13Ibrahim, A.B. & Goodwin, J.R. OPe cit. 
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4.5.4 Personal Details 
Th~ questions with respect to personal details 
(Section C) were designed by the author. 
4.5.5 Company Details 
The questions on company details (Section D) were also 
designed by the author. 
4.6 Data Analysis 
After collecting the data, they were first coded and 
then entered into the computer. Statistical analyses were 
then performed by using the software package Statistical 
Packages for the Social Sciences (SPSS). Statistical 
analyses employed include frequency distributions to 
provide information on personal and company details such as 
age, sex, form of ownership, type of industry, etc. Means 
were calculated for various categories of factors for 
rating their importance. Chi-square tests were also done 
to measure the association between demographics and other 
variables in the questionnaire. Besides, tests of 
difference of means were performed to test whether there 
were differences of responses between successful and 
unsuccessful small business owner/managers. 
Factor analysis was also performed to detect whether 
there exist any meaningful patterns among the set of 
variables in the questionnaire. Unexpectedly, no 
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convergence was accomplished after 24 iterations with 
varimax rotation. Hence, variables reduction were not 
possible by using factor analysis . The author thus 
. ~ .. ... 
identified the most important factors for success bised on 
self-determined cut-off points for their mean values. 
Various categories of factors were also ranked to determine 
their degree of importance. 
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.... .. ... 
CHAPTER V 
FINDINGS 
This chapter will first provide the profiles of 
respondents and their companies. The relationship between 
personal characteristics and business success will be 
discussed. The perceived causes of success will the-n be 
identified. Finally, the difference in perception between 
successful and unsuccessful small business owner/managers 
will be presented. 
5.1 Profile of Respondents 
The profile of the sample respondents is shown in 
Table 1. From the table, we can see that most of the 
respondents (43.0 %) were manager/directors of limited 
companies. The age of the respondents was quite diverse. 
However, about half of them were below forty. Male 
respondents were dominant in this sample, comprising 78.5%. 
Most of the respondents (47.3%) had junior secondary 
education while only one respondent (1.1%) had university 
or above education. 
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TABLE 1 
PROFILE OF RESPONDENTS 
Number Percentage (%) 
1 . Position 
Sole Owner 20 21.5 
Partner 28 30.1 
Manager/Director (Ltd. Co. ) 40 43.0 
Others 5 5.4 
------ ---------
TOTAL 93 100.0 
2 • Age 
30 or Belo.w 15 16.1 
31 - 40 33 35.5 .. " 
41 - 50 18 19.4 
51 - 60 22 23.7 
Above 60 5 5.4 
------
---------
TOTAL 93 100.1 
3 . Sex 
Male 73 78.5 
Female 20 21.5 
------ ---------
TOTAL 93 100.0 
4 . Marital Status 
Single 13 14.0 
Married 78 83.9 
Widowed 2 2.2 
------ ---------
TOTAL 93 100.1 
5 . Educational Level 
No Formal Education 1 1 . 1 
Primary 11 11.8 
Secondary (F.1 - F.3) 44 47.3 
Secondary (F.4 - F.5) 19 20.4 
Matriculated 11 11.8 
Post-secondary 6 6.5 
University or Above 7 1 . 1 
------ ---------
TOTAL 93 100.0 
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6. Place of Birth 
Hong Kong 62 66.7 
Mainland China 29 31.2 
Others 2 2.2 
------ ---------
TOTAL 93 100.1 
7. Relevant Working Experie'nce 
Yes 87 93.5 
No 6 6.5 
------ ---------
TOTAL 93 100.0 
8. Hours Spent on Work Per Week 
41 - 50 Hours 28 30.1 
51 - 60 Hours 32 34.4 
Above 60 Hours 33 35.5 
------ ---------
TOTAL 93 100.0 
Eighty-four percent of the respondents were married. 
There were no divorcees in this sample. It is a bit 
unexpected by the author as there has been a rising trend 
of divorce in the recent decade. The reason for this may 
be that respondents were reluctant to disclose that they 
were divorced even if they were. Two-thirds of them were 
born in Hong Kong whereas 31.2% of them were born in China. 
Ninety-four percent of respondents had previous 
relevant experience before they started/managed their 
existing businesses. Thus, this reveals that most of small 
business owner/managers would set up their businesses in 
areas related to their own experiences, 
We can see that 70% of the respondents worked more 
than 50 hours per week and also more than one-third worked 
even more than sixty hours per week. None of the 
respondents worked less than 41 hours. This reveals that 
most Hong Kong small business owners are very hard-working. 
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This may be due to their concept that success depends very 
much on hard-working. 
5.2 Profile of Responding Companies 
Table 2 shows a summary of the profile of the 
responding companies. The sample includes many industries 
with most engaging in clothing (34.4%), followed by 
electronics (29%) and textiles (11.8%), etc. As has been 
mentioned in Section 5.1, about half (48.4%) of the 
establishments ·were limited companies. 
Most of the sample firms (36.6%) had been established 
for five to eight years while about one-third (34.4%) had 
been established for nine years or above. The sample firms 
can really be regarded as small as 76% of them had average 
annual sales of less than $10 million. Only three (3.2%) 
of them had average annual sales of over $30 million in the 
past three years. 
The majori ty of respondent firms were regarded as 
unsuccessful based on the author's success criteria (see 
Chapter IV). Only 34 firms (36.6%) were successful while 
the rest were unsuccessful. 
TABLE 2 
PROFILE OF RESPONDING COMPANIES 
Number Percentage , (%) 





Watches and Clocks 
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TOTAL 





3. Years of Establishment 
4 Years or Below 
5 - 8 Years 
9 - 12 Years 
Above 12 Years 
TOTAL 
4. Number of Employees 
Below 10 
10 - 19 
20 - 29 
30 - 39 























5. Average Sales Turnover in Past 
Three Years 
$1,000,000 or Below 3 
$1,000,001 - $5,000,000 35 
$5,000,001 - $10,000,000 33 
$10,000,001 - $30,000,000 19 











































5.3 Relationship Between Personal Characteristics 
, .... . ... and Business Success 
It was found in past studies that demographics of the 
small business owner/managers like education (Cuba et al., 
i9831; Hoad and Rosko, 
1985;4 Cragg and King, 
19642), age (Myrick, 19773; Foley, 
19885), and prior work experience 
(Myrick, 19776; Hoad and Rosko, 19641; Steiner and Solem, 
19888) will affect the performance of small business. 
Because of these past findings, an attempt was made to 
identify the relationship between some personal 
characteristics and business success. Based on the 
questionnaire, several chi-square tests were performed to 
lCuba, Richard; Decenzo, David, & Anish, 
"Management Practices of Successful Female 





2See Cooper, Arnold C. "The Entrepreneurship-Small 
Business Interface." in Kent, Cal vin A.; Sexton, Donald 
L.; & Vesper, Karl H. (Eds.), Encyclopedia of 
Entrepreneurship, Englewood Cliffs, N. J.: Prentice-Hall, 
1982, p.200. 
3Myrick, Fred L. "Successful Small Business Managers." 
Journal of Small Business Management 15 (July 1977), p.20. 
4See Cragg, Paul B. & King, Malcolm. "Organizational 
Characteristics and Small Business Performance Revisited." 
ENTREPRENEURSHIP Theory and Practice 13 (Winter 1988), 
p.51. 
5Ibid ., p. 57. 
6Myrick, Fred L. Ope cit. 
1See Cooper, Arnold C. Opt cit. 
8Steiner, Michael P. & Solem, Olaf. "Factors for 
Success in Small Manufacturing Firms." Journal of Small 
Business Management 26 (January 1988), p.52. 
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see whether there exist relationship between some personal 
characteristics and success. 
The variables that were selected for cross-tabulations 
:- .. ~, 
were: ( 1) age of the respondent; (2 ) sex; ( 3 ) mari tal 
status; (4) educatlonal level; (5) place of birth; (6) work 
experience; and (7) hours ' spent on work. Table 3 below 
shows the results (see Appendices 4 to 10 for details of 
all chi-square test results). 
TABLE 3 
ASSOCIATION BETWEEN PERSONAL CHARACTERISTICS 





Place of Birth 
Relevant Prior Work Experience 
Hours Spent on Work Per Week 



















From Table 3 above, we can see that three of the seven 
factors had significant relationship with success. It was 
found that there was relationship between age and success. 
The older the age of the owner/managers, the more likely 
that the firm would be successful. This seems quite 
logical as older age generally means having accumulated 
skills and experience and thus is more likely to succeed. 
This supports findings of some past studies that age is 
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significant to business success (Myrick, 19779; Foley, 
198510 ; Cragg and King, 198811 ). 
It was also found that there was relationship between 
place of birth and success. Those who were born in' China 
accounted for higher proportion of successful firms (17.2% 
of total sample accounted 'for 47.1% of successful firms). 
This result may be due to the lack of support network and 
probably social prejudice against them that they had to 
work harder. Since they are more industrious, they have 
higher chance of success. 
Success was also found to be related to prior '~ '- work 
experience. This supports findings of past studies 
(Myrick, 197712 ; Hoad and Rosko, 196413 ; Steiner and Solem, 
198814 ) . 
On the other hand, sex, marital status, education and 
hours spent on work per week were found to have no 
relationship with success. Thus, we can conclude that they 
are not significant to success. However, the lack of 
relationship between education and success counters some of 
the past findings (Cuba et al., 1983 15 ; Hoad and Rosko, 
9Myrick, Fred L. Opt cit. 
lOSee Cragg, Paul B. & King, Malcolm. Opt cit., p.51. 
llIbid., p.57. 
12Myrick, Fred L. Opt cit. 
13 See Cooper, Arnold C. OPe cit. 
14Steiner, Michael P. & Solem, Olaf. Opt cit. 
15Myrick, Fred L. OPe cit. 
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5.4 Perceived Causes of Success 
" .. ... 
In order to ~dentify the principal factors and to 
reduce the number of factors that appear to be the 
appropriate dimensions for differentiating successful from 
unsuccessful small businesses, a statistical technique, 
factor analysis was performed. As mentioned by Churchill 
( 1 987 ) , 17 the re are two purposes served by the use of 
analys1s: data reduction and substa.Qtive 
interpretation. "The first purpose emphasizes summarizing 
the important information in a set of observed variables by 
a new, small set of variables expressing that which is 
common among the original variables. The second purpose is 
concerned wi th the identification of the constructs or 
dimensions that underlie the observed variables." 
The author performed factor analysis for all 42 
variables in Section A of the questionnaire. However, the 
varimax rotation failed to converge after 24 iterations. 
Data reduction and substantive interpretation were thus 
unable to be done. One reason accounting for this might be 
the small sample size. As a matter of prudence, the sample 
size should be four to five times the number of 
16 See Cooper, Arnold C. Ope cit. 
17Churchill, Gilbert A., Jr. Marketing Research: 
Methodological Foundations. 4th ed., Dryden Press, 1987, 
pp.758 & 759. 
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variables .18 In this study, the sample size was only 93 
while the number of variables to be analyzed was 42 leading 
to a ratio of 2.2 only. Because of this, the author was 
unable to identify the principal components expl~ining 
success and to reduce the number of factors. 
5.4.1 Personal Qualities and Environmental Factors 
In Section A of the questionnaire, respondents were 
asked to evaluate the importance of various factors to the 
suc~ess of a s~all business with four possible respo~ses: 
not important, somewhat important, fairly important and 
very important. A score of 1 to 4 was assigned to each 
response. Those factors regarded as not important were 
assigned a score of 1 while those regarded as very 
important were assigned a score of 4. Thus, the higher the 
mean score of a factor, the higher the perceived importance 
of that factor to success. 
In order to identify the factors for success, more 
important factors were identified based on the assumption 
of a cut-off point of 3.0, i.e. only factors having mean 
scores of 3.0 or above (i.e. fairly important or above) 
were identified as important to success. What this means 
is that they were fairly or very important to success. 
18 See Dess, Gregory G. & Davis, Peter S. "Porter's 
(1980) Generic Strategies as Determinants of Strategic 
Group Membership and Organizational Performance." Academy 
of Management Journal 27 (3), 1988, p.474. 
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5.4.1.1 Personal background 
Respondents were asked to evaluate the importance of 
various personal background factors to the success of small 
business. Mean scores for each factor were calculated and 
then ranked according to their degree of importance. The 
results are shown in Table 4. 
TABLE 4 
IMPORTANCE OF PERSONAL BACKGROUND FACTORS TO SUCCESS 
Mean Rank 
Previous Employment Experience 3.6774 1 
Physical Health 3.4806 2 
Previous Start-Up Experience 3.2366 3 
Family's Wealth 2.8710 4 
Marriage 2.5161 5 
Educational Level 2.2473 6 
Age 1.8602 7 
Parents' Occupations 1.8387 8 
Sex 1.4731 9 
According to the table, previous employment experience 
was found to be most important. This confirms findings of 
previous studies that previous work experience is important 
for later success .19,20 Also, this confirms the finding in 
Section 5.3 that there is significant relationship between 
previous work experience and later business success. 
The second most important factor was physique. Its 
19 Cuba , Richard; Decenzo, David; & Anish, Andrea. 
cit. 
20Steiner, Michael P. & Solem, Olaf. OPe cit. 
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high mean score may be due to the perception of the 
respondents that good physique is a prerequisite for good 
performance. Gray (1987) summarized the findings of others 
and concluded that good physical health was one of tne most 
important factors for success. 21 This study thus confirms 
the findings of previous studies. 
The third most important factor was previous start up 
experience. A reason may explain why it was rated ~ower 
than previous employment experience. Some owner/managers 
might have no previous start-up experience that they could 
not make reasonable comparisons between the two factors. 
As they perceived that their prior work experiences were 
important to success, they rated it very important. 
One unexpected finding was that education was only 
regarded as slightly important to success. Also, there was ' 
no significant relationship found between them in Section 
5 • 3 • This does not confirm with most past studies (Hoad 
and Rosko, 1964 ; 22 Cuba et al., 1983 23 ) that educational 
level of small business owner-managers was important to 
their success. This may be due to the fact that most 
respondent firms were not involved in hi-technology 
industries. Thus, education is not so important for them. 
Rather, prior experience is more important. Sex was of 
21 Gray , Douglas A. The Entrepreneur's Complete Self-
Assessment Guide: How to Determine Your Potential for 
Success. London: Kogan ,Page, 1987, p.68. 
22See Cooper, Arnold C. OPe cit. 
23 Cuba , Richard; Decenzo, David; & Anish, Andrea. 
cit. 
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lowest importance among all these factors. It seems that 
sex does not have significant effect on small business 
performance. This is consistent with the result found in 
: .. ~ .. 
Section 5.3. 
Age was also of very low importance. This perceived 
low rating seems to contradict the finding in Section 5.3 
that age is significant to business success. Hence, we can 
see that small business owner/managers' perceptions of 
causes of success may not be reliable for inferring causes 
of success in small business. 
5.4.1.2 Personality/psychological traits 
The results of respondents' evaluations are shown in 
Table 5 below. 
TABLE 5 




High Need for Achievement 
Willing to Take Risk 




































It was found that being calm was regarded as the most 
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important factor for success. Self-determination (i.e. 
internal locus of control) was of lowest importance. This 
contradicts past findings that internal locus of control is 
:- ... ... 
important to success. 24 This may be due to the fact that 
Chinese are more prone to believe in fate. They do not 
think that success is within their control. Other quite 
significant factors include self-confidence, ini tiati ve, 
high need for achievement, willing to take risk, 
perseverance, creativity/innovation, and extrovert/ 
optimistic. These results share similar findings of past 
researches. 25 ,26 
5.4.1.3 Behaviour 
Concerning behaviour (see Table 6), all the five 
factors passed the cut-off point of 3.0. That means, all 
were regarded as at least fairly important to success. 
24Myrick, Fred L. Opt cit., p.21. 
25Hornaday, John A. & Aboud, John. "Characteristics of 
Successful Entrepreneurs." Personnel Psychology, (Summer 
1971), pp.141-153, reprinted in Baumback, C.M. & Mancuso, 
J.R. (Eds.), Entrepreneurship and Venture Management, 2nd 
ed., Englewood Cliffs, N .. J.: Prentice Hall, 1987, pp.24-36. 
26Capati, A. P. "Cross-cuI tural Characteristics of 
Entrepreneurs. " in El-Namaki et al. (Eds. ) , 
Entrepreneurial Development and Small Industry Stimulation 
in Developing Countries, Delft: RVB, 1985, pp.47 & 48. 
TABLE 6 
IMPORTANCE OF BEHAVIOURAL FACTORS TO SUCCESS 
Grasp Opportunity 
Hard-working 
Introspection, Learn from Experiences 















Out of these five factors, grasping opportunity was of 
highest importance to success. Hard-working was of second 
highest importance. In fact, this factor was regarded as 
most important and very important in two local 
studies. 27,28 However, there was no significant 
relationship found between number of hours worked per week 
and business success in Section 5.3. Hence, whether this 
factor is important to success or not is uncertain. 
Introspection, learning from experience, long-term 
·invol vement and continuous goal-setting were also 





Victor F.S. & Wong, S.L. Small and Medium 
in An Exported-Oriented Economy: The Case of 
H. K.: Centre. of Asian Studies, Universi ty of 
1989, p.119. 
28Tuan , Chyau; Wong, Danny S. N .; & Ye, Chun-sheng. 
Chinese Entrepreneurship under Capitalism and Socialism -
Hong Kong and Guangzhou Cases. H.K.: Centre . of Asian 
Studies, University of Hong Kong, 1986, p.28. 
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5.4.1.4 Skills 
From Table 7, we found that seven of the nine factors 
passed- the cut-off point. The factor which had highest 
rating was interpersonal and communication skill. However, 
this factor was only identified as the third most important 
. ·category of factors by Ibrahim and Goodwin (1986).29 The 
utmost importance of this factor in the local context may 
probably be due to the fact that Hong Kong manufacturers 
need to meet their clients frequently. If they are good in 
interpersonal and communication skills, it is more easy for 
them to build good relationship wi th clients and thus 
easier to get business. Moreover, these skills are 
important to deal with their employees~ 
TABLE 7 
IMPORTANCE OF SKILLS TO SUCCESS 






Business, Industrial & Tech Knowledge 
Dealing with Failure 





















Other significant factors include insight, analytical 
29Ibrahim, A.B. & Goodwin, J.R. "Perceived Causes of 
Success in Small Business." American Journal of Small 
Business 11 (Fall 1986) p.45. 
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ability, systematic planning, versatility/flexibility, 
persuasion, business, technical and industrial knowledge . 
.... .. ... 
5.4.1.5 Environmental factors 
From Table 8, it was discovered that political factor 
was regarded as most important. Its highest rating among 
all the environmental factors might probably be due to the 
1997 issue. As Hong Kong has become more turbulent in 
recent years because of the political issue, our economy 
has been adve.rsely affected. Economic growth has been 
slowing down. Thus, manufacturing industry is also 
affected. This may suggest why they rated political 
stability as most important. 
TABLE 8 
IMPORTANCE OF ENVIRONMENTAL FACTORS TO SUCCESS 
Politically Stable 
Good Economic Conditions 
Low Tax Rate 
Low Interest Rate 
Share Similar Cultural Background 















Good economic condition was the second important 
environmental factor. This is reasonable as Hong Kong is 
such an open economy with market mechanism, their business 
is significantly influenced by the economic climate. 
Besides, most of their products are for exports so their 
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business is much influenced by the world economy. Thus, 
good economic · condi tion would mean better business for 
them. 
On the other hand, government subsidy and assistance 
was rated lowest at the bottom. This low rating might be 
due to the fact that there is minimum government subsidy 
and assistance in Hong Kong that they thought this help 
would be limited. 
5.4.1.6 Importance of personal qualities 
and environmental factors 
In this part, the above discussed five groups of 
factors were ranked by respondents according to their 
degree of importance. The result is shown in Table 9. 
TABLE 9 
RANKING OF IMPORTANCE OF PERSONAL QUALITIES 
AND ENVIRONMENTAL FACTORS 
Frequency 
Skills 31 
Personal Background 24 
Environmental Factors 21 










It was found that most respondents regarded skills as 
most important to success. The second most important group 
of factors was personal background. 
considered to be least important among five groups of 
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factors. 
The results counter those found by Ibrahim and Goodwin 
(1986), ~ _ 30 They found that entrepreneurial values .(i.e. 
personali ty attributes) were most important to success 
whereas environmental factors were least important. 31 This 
difference in finding may be due to the difference in 
environment. Hong Kong is such a dynamic and open economy 
that the environment influences their performance very 
much. However, the difference in finding is also probably 
due to the difference in methodology in terms of sample, 
.. :~ .. 
analysis method, questiorinaire design, etc. 
5.4.2 Functional Factors 
In Section B of the questionnaire, respondents were 
asked to indicate their degrees of consent on various 
factors within various functional areas. Fi ve responses 
were possible ranging from strongly disagree (that the 
factor is not significant at all) to strongly agree (that 
the factor is very significant). A score of one to five 
was assigned to each response from strongly disagree to 
strongly agree. Mean scores were calculated for all the 
factors and were ranked according to their importance. The 
one that had higher mean score means that it was more 
important. 
In order to be consistent with the analysis in Section 
30 Ibid ., pp. 41-50. 
31 Ibid ., p.46. 
74 
5.4.1, no factor analysis was performed for the variables 
in this section. More important factors were identified 
based on the assumption that there was a cut-off point of 
4 . 0 ( -i. e. agreed as important) for mean scores. Since a 
score of 4.0 indicates that respondents agreed that the 
factor was important to success while a score below that 
-such as 3.0 refers that they neither agreed nor disagreed 
that the factor was important. 
5.4.2.1 Accounting and finance 
A table of ranking of importance of various accounting 
and finance factors is shown in Table 10. 
TABLE 10 
IMPORTANCE OF ACCOUNTING AND FINANCE FACTORS TO SUCCESS 
Obtain Trade Credit 
Customers' Credit Control 
Forecast of Financial Needs 
Cash Management 
Use of Personal Savings 
Update Accounting Records 
Invest Idle Funds 
Short-Term Borrowings 
Use of Hire Purchase 
Long-Term Borrowings 
Accounting Ratio Analysis 
Prepare Break-Even Analysis 
Leasing 
Budgeting 
Use Finance From Relatives 



































As we can see from the table, the most important 
factor was obtaining trade credit. This may suggest that 
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manufacturers rely very much on trade credit for their 
operations and to succeed. Other factors passing the cut-
off point include customers' credit control, forecast of 
financial needs, cash management and use of personal 
savings. 
It was found that some more advanced techniques like 
break-even analysis and ratio analysis were not regarded as 
important by the sample respondents. Generally, small 
firms will not spare time on such analyses. One strange 
point is that using finance from relatives was not regarded 
as important to success in small business. This seems to 
contradict the finding of Tuan et al. (1986) that finance 
from relatives was important to the entrepreneurs under 
study.32 
5.4.2.2 Personnel 
The impact of personnel factors on success was also 
examined wi th the resul t shown in Table 11 below. Low 
labour turnover was considered to be most important. Their 
high rating on this factor might be due to the frequent 
change of jobs by workers that disrupted their production. 
Moreover, this would make new workers take time to 
familiarize themselves with the jobs. These two outcomes 
would impose high cost on them. Coordination of work, two-
way communication, employee motivation, good salary, 
supervision, employee participation and delegation were 
32Tuan , Chyau; Wong, Danny S. N.; & Ye, Chun-sheng. 
cit., p.27. 
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also agreed to be important to success. Their agreement on 
the importance of delegation to success confirmed the 
findi~~ of Cuba et al. (1983).33 
TABLE 11 
IMPORTANCE OF PERSONNEL FACTORS TO SUCCESS 
Low Labour Turnover 


















































The results of impact of various marketing factors on 
success are shown in Table 12. The factor that had the 
highest importance to success was the speed of response to 
customer requests. Qual i ty product recei ved the second 
highest mean rating. Understanding customer needs was also 
viewed as important. This confirms the findings of Milne 
33Cuba , Richard; Decenzo, David, & Anish, Andrea. 
cit. 
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and Thompson ( 1986) .34 A special finding was the 
importance of good relationship with import/export houses 
;to success. This differs from the literature of the west. 
This is because most of Hong Kong's products are exported 
to other countries. Besides, most manufacturers export 
their products through import/export firms. Therefore, 
good relationship with import/export houses is very 
important to success. Serving the local market was least 
important since most manufacturers did not serve the local 
market. Generally, there is limited market for them 
locally. 
TABLE 12 
IMPORTANCE OF MARKETING FACTORS TO SUCCESS 
Speed of Response to Customer Requests 
Quality Product 
Understanding Customers~ Needs 
Good Relationship with Import/Export 
Houses 





Advertising & Promotion 
Product Differentiation 



























34Milne, Tom & Thompson, Marcus. "Patterns of 
Successful Business Start Up." in Faulkner, T. j Beaver, G. 
Lewis, J.j & Gibb, A. (Eds.), Readings in Small Business, 
Aldershot: Gower, 1986, pp.71 & 72. 
78 
5.4.2.4 Production 
From Table 13, we can see that the most important 
produd€ion factor was quality control. It is tru~ that 
quality control is ,important to success of any business, no 
matter they are large or small. The second most important 
factor was relying on multiple suppliers for their 
supplies. This can reduce the risk of having no supplies 
in some circumstances and so production will not be 
disrupted. 
TABLE 13 
IMPORTANCE OF PRODUCTION FACTORS TO SUCCESS 
Quality Control 
Rely on Multiple Suppliers 
Scheduling of Work 
Inventory Control 
Develop New Products 
Productivity 









































Other important factors in order of decreasing 
importance include scheduling of work, inventory control, 
developing new products, productivity, cheap source of raw 
materials and plant relocation. 
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Integration was regarded as least important with mean 
score below 3.0. This means that it is below the score for 
neither agree nor disagree and is more prone to the 
:- .. ~ 
" 
disagreement side. This result seems reasonable as small 
firms do not have the resources (e.g. finance, personnel, 
etc.) to either integrate forward or backward. Therefore, 
this factor received the lowest mean score among all the 
factors. Automation is also of low importance. This · may 
also be due to the inabili ty of small firms to afford 
expensive automated machinery. Moreover, their small size 
may not . enable them fully ,enjoy the benefits of automation. 
Another major reason for its low mean score might be due to 
the labour-intensive production nature of most respondents' 
companies that automation is not suitable. 
5.4.2.5 Importance of various functional factors 
Respondents were asked to rank the importance of 
various categories of factors and the result is shown in 
Table 14 below. 
TABLE 14 
RANKING OF IMPORTANCE OF VARIOUS FUNCTIONAL FACTORS 
Marketing 
Production 















Marketing factors were perceived to be most important. 
This might be due to the view that this function is on the 
revenue side for the company while the rest are on the 
, 
expenditure side. Personnel was regarded as least 
important. Generally, small businesses pay little 
attention to the management of human resources. This 
negligence would probably be due to their small size that 
they cannot develop good personnel practices. According to 
a study, it was found that accounting, finance, production, 
and marketing · functions take precedence over per~.?nnel 
management in smaller firms. 35 Hence, their low ranking on 
personnel to success is understandable. 
5.5 Perception Differences Between Successful and 
Unsuccessful Small Business Owner/Managers 
In order to test whether there exist differences in 
views on causes of success between successful and 
unsuccessful small business owner/managers, t-tests were 
performed to test the difference of mean ratings for 
various factors. 
In the following sections, only significant 
differences in mean ratings for various categories of 
factors . are presented. The mean ratings for all the 
35 See Kuratko, Donald F. & Hornsby, Jeffrey S. "Human 
Resource Management Practices in the 80's and Trends for 
the 90's." in The Entrepreneur and the Change of the 90's, 
Proceedings of the 34th World Conference of the 
International Council for Small Business, Quebec~ June 21-
22-23 1989, p.155. 
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factors within the nine categories are shown in Appendices 
11 to 19. 
i ,'" .. ... 
~.5.1 Personal Qualities and Environmental Factors 
,\,,1 
This section will discuss the difference in 
perceptions with regard to the variables in Section A of 
the questionnaire, i.e. personal qualities and 
environmental factors. 
5.5 ~ 1.1 Personal background 
Significant differences in mean ratings of various 
personal background factors are shown in Table 15 below. 
TABLE 15 
SIGNIFICANT DIFFERENCES IN MEAN RATINGS BY 
RESPONDENTS - PERSONAL BACKGROUND 
Parents' Occupations 
Family's Wealth 
* p < .05 









There was no difference in perceptions between 
successful and unsuccessful small business owner/managers 
except for two factors: parents' occupations and family's 
For these two ' factors, unsuccessful respondents 
assigned higher ratings for them than their counterparts. 
The reason why successful respondents assigned lower 
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ratings to them might be due to their belief that their 
success counted on their capabilities. Their success does 
not depend on these two factors. Those unsuccessful might 
see these two factors as important as they might be ' weak in 
these two factors so they expected them to have positive 
impact on business success. 
5.5.1.2 Personality/psychological traits 
Significant differences in mean ratings are shown in 
Table 16 below. 
TABLE 16 
SIGNIFICANT DIFFERENCES IN MEAN RATINGS BY RESPONDENTS 
- PERSONALITY/PSYCHOLOGICAL TRAITS 
Extrovert/Optimistic 
Desire for Money 
* p < .05 









Being extrovert/optimistic was perceived to be more 
important to small business success by unsuccessful 
respondents than by successful respondents. Moreover, 
there was a significant difference in perception in the 
importance of desire for money to small business success by 
successful and unsuccessful respondents. The former placed 
more importance on desire for money to small business 
success than the latter. This may indicate that since 
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successful respondents placed more emphasis on earning 
money, they worked towards that goal and thus achieved 
better financial performance. 
,~ . ... 
On the other hand, there were no differences in mean 
ratings on factors 'high need for autonomy' and 'high need 
for achievement'. This seems to contradict past findings 
that successful entrepreneurs are higher on scales 
reflecting need for achievement and independence. 36 Hence, 
we would expect those successful owner/managers to rate 
these two factors higher. However, there were no 
significant differences in mean ratings for the~~ two 
factors by the two groups. 
5.5.1.3 Behaviour 
It was also found that there were two significant 
differences in mean ratings of behavioural factors and the 
result is shown in Table 17. 
TABLE 17 
SIGNIFICANT DIFFERENCES IN MEAN RATINGS BY 
RESPONDENTS - BEHAVIOUR 
Hard-working 
Long-term Involvement 
** p < .01 











Unsuccessful respondents gave more importance to hard 
work and long-term involvement to success than those who 
were successful . Even though they assigned higher 
..... . ... 
importance to these two factors, they were not successful 
relatively. This · may suggest that these two factors may 
not be very important to success. As discussed in Section 
5.3, there was no relationship between hours spent on work 
per week and business success. 
5.5.1.4 Skills 
There were three differences in mean ratings between 
successful and unsuccessful small business owner/managers. 
The result is shown below in Table 18. 
TABLE 18 
SIGNIFICANT DIFFERENCES IN MEAN RATINGS 
BY RESPONDENTS - SKILLS 
Dealing with Failure 
Insight 
Tolerance of Ambiguity 
* p < .05 












Unsuccessful respondents rated higher on both dealing 
with failure and insight than those by successful 
respondents. Conclusions are difficul t to be drawn as 
these two factors are generally thought to be important to 
success. For the variable tolerance of ambiguity, 
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successful respondents rated it higher than that by the 
unsuccessful group. However, the mean score for this 
factor is not very high. This means that this factor was 
,'" . .. , 
not regarded as very important to success. 
5.5.1.5 Environmental factors 
The result for significant perception difference is 
shown in Table 19 below. Successful respondents viewed 
sharing similar cultural background with the market as more 
important to success than unsuccessful respondents. 
However, the mean score for this factor is very low. ~Thus, 
this factor is not very important to success though 
successful respondents, compared to unsuccessful ones, 
regarded it as more important. 
TABLE 19 
'SIGNIFICANT DIFFERENCES IN MEAN RATINGS BY 
RESPONDENTS - ENVIRONMENTAL FACTORS 
Share Similar Cultural 
Background with the Market 





5.5.1.6 Importance of personal qualities 
and environmental factors 
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Respondents were asked to rank the importance of 
:-- ~ ... 
various categories of factors and the results for the two 
groups are shown below in Table 20. 
TABLE 20 
RANKING OF IMPORTANCE OF PERSONAL QUALITIES AND 
ENVIRONMENTAL FACTORS BY SUCCESSFUL AND UNSUCCESSFUL 
SMALL BUSINESS OWNER/MANAGERS 
Successful Unsuccessful 
Frequency Rank Frequency Rank 
Personal Background 10 2 14 2 
Personality/Psychological Traits 5* 4 9 3 
Behaviour 0 5 3 5 
Skills 5* 3 26 1 
Environmental Factors 14 1 7 4 
------ ------
TOTAL 34 59 
* Since there was a tie between these two factors, the ranking was 
based on the frequencies of ranking as second most important 
factor. As skill had higher frequency as second most important 
factor, it had precedence in importance than personality/ 
psychological traits. 
From the table, we can see that there are differences 
in ranking by the two groups wi th respect to the fi ve 
categories of factors. Successful respondents regarded 
environmental factors as most important to success whereas 
unsuccessful respondents viewed skills as most important. 
However, these two results contradict those found by 
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Ibrahim and Goodwin (1986). 37 According to their study, it 
was found that entrepreneurial behaviour (as measured by 
the personality attributes) was the most important success 
:- ... ... 
factor, followed by managerial skills and interpersonal 
skills. 38 Environmental factor was not important at all 
during the initial study but was a bit important during the 
replication study.39 This difference in finding is 
probably due to the difference in environment. Hong " Kong 
is more turbulent because of its openness and the political 
issue. It is mysterious that personality/psychological 
trai t was only regarded as fourth and third important 
factor by successful and unsuccessful respondents 
respectively. This differs very much from the finding by 
Ibrahim and Goodwin that entrepreneurial values (i.e. 
personality attributes) were the most important cause of 
success. 
Both groups also viewed personal background as second 
most important and behaviour as least important. There is 
still some perception congruence between them. 
Nevertheless, we can still conclude that there did exist 
difference in perception on causes of success between them. 
This difference in perception might lead to their 
difference in behaviour which might account for .their 
discrepancy in performance. 
37Ibrahim, A.B. & Goodwin, J.R. 
38 I bid., p. 46 . 
39 Ibid . 
Opt cit. 
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5.5.2 Functional Factors 
This section will focus on the difference in 
perception with respect to the variables in Section B of 
the questionnaire, ie. factors wi thin various functional 
areas. 
5.5.2.1 Accounting and finance 
Regarding perceptions on accounting and finance 
factors, three variables were found to have significant 
differences in ,mean ratin'gs by the two groups. The resul ts 
are shown in Table 21 below. 
TABLE 21 
SIGNIFICANT DIFFERENCES IN MEAN RATINGS BY RESPONDENTS 
- ACCOUNTING AND FINANCE 
Cash Management 
Short-term Borrowings 
Forecast of Financial Needs 
* p < .05 












Successful respondents agreed more on the importance 
of cash management to success than unsuccessful 
respondents. It was suggested in past studies that more 
profitable firms were associated wi th better cash 
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Their higher consent might indicate that 
they did place more emphasis on cash management and thus 
they achieved success. On the other hand, unsuccessful 
respondents put more emphasis on the importance of ' short-
term borrowings and forecast of financial needs than their 
counterparts. The reason why they placed higher importance 
on them might be due to their shortage of funds and working 
capital that short-term borrowings and accurate forecast of 
financial needs became critical to their success. 
5.5.2.2 Personnel 
Mean ratings for two variables were found . to be 
significantly different between the two groups. As we can 
see from Table 22 below, successful owner/managers viewed 
good fringe benefits and recruitment as more important in ' 
comparison with unsuccessful owner/managers. 
TABLE 22 
SIGNIFICANT DIFFERENCES IN MEAN RATINGS 
BY RESPONDENTS - PERSONNEL 
Good Fringe Benefits 
Recruitment 









40Chagant i , Raj eswararao & Chagant i , Radharao. "A 
Profile of Profitable and Not-so-profitable Small 
Business." Journal of Small Business Management 21 (July 
1983), p.49. 
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This may suggest th~t these two variables do play a 
significant part in helping the former group become more 
successful though their mean scores are not very high. The 
successful firms might actually provide better fringe 
benefits to their 'employees that their employees were more 
motivated and hence had better performance. 
5.5.2.3 Marketing 
The results are shown in Table 23. It was found that 
the unsuccessful group placed higher importance on public 
relations and good relationship with import/export houses 
than its counterpart. This may indicate that public 
relations is not very important to performance. They 
viewed good relationship with import/export houses as much 
more important than the successful respondents (p < .001). 
The reason for them not to be successful might be because 
of their poorer relationship wi th import/export houses. 
Hence, they regarded this factor as very important to 
success and consequently they rated it much higher than the 
successful respondents. 
TABLE 23 
SIGNIFICANT DIFFERENCES IN MEAN RATINGS 
BY RESPONDENTS - MARKETING 
Public Relations 
Good Relationship with Import/ 
Export Houses 
* p < .05 









With regard to production factors, it was found there 
were no significant differences in their perceptions. They 
both held the same view concerning the importance of the 
various factors. 
5.5.2.5 Importance of various functional factors 
This section presents the results of the rankings of 
the importance of various functional areas by the two 
groups (see Table 24). Both groups also ranked marketing 
as the most important factor to success followed by 
production. There is only a slight difference in the 
ranking of third most important and least important 
factors. Successful owner/managers considered personnel as 
third most important while unsuccessful owner/managers 
ranked it as the least important factor. 
TABLE 24 
RANKING OF IMPORTANCE OF VARIOUS FUNCTIONAL FACTORS 





Frequency Rank Frequency Rank 
Accounting and Finance 1 4 19* '3 
Personnel 4 3 2 4 
Marketing 24 1 19* 1 
Production 5 2 19* 2 
------ ------
TOTAL 34 59 
* Since there was a tie between these three factors, the ranking 
was based on the frequencies of ranking as second most important 
factor. Marketing had the highest second-rank frequency out of 
the three, followed by production and lastly by accounting and 
finance. Therefore, marketing was ranked as number one, 




SUMMARY OF FINDINGS 
6.1 Introduction 
This chapter presents a summary of findings of this 
study. The resul ts are based on a total of 93 usable 
.'::;:-,. 
questionnaires from owner/managers of small manufacturing 
industries. The industries covered include clothing, 
textiles, electronics, plastics, watches and clocks, and 
others. Thirty four respondents (36.6%) were regarded as . 
successful based on the author's success criteria. Fifty 
nine respondents (63.4%) were considered to be 
unsuccessful. 
Findings include the relationship between personal 
characteristics and business success. Perceived causes of 
success by all the respondents will also be presented. The 
difference in perception between successful and 
unsuccessful respondents will finally be provided. 
6.2 Relationship Between Personal Characteristics 
and Business Success 
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Chi-square tests were performed to examine the 
association between seven personal characteristics and 
success. They include: (1) age of the respondent; (2) sex; 
.(3) marital status; (4) educational level; (5) place of 
birth; (6) work experience; and (7) hours spent on work per 
week. 
Age of respondent, place of birth, and relevant 
previous work . experience were found to be related to 
business success. The older respondents seem to have 
better performance than their younger counterparts. This 
result may be due to the better skills and experience of 
the older respondents. 
The respondents who were born in China had higher 
proportion of success than those who were born in Hong 
Kong. Their higher proportion of success might be due to 
their lack of support network and possible social prejudice 
against them that made them work harder and thus became 
more successful. 
Previous relevant work experience was found to be 
related to business success. 
many past studies. 
This ·confirms the results of 
However, sex, marital status, educational level, and 
hours spent on work per week were not found to have 
relationship with business success. 
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6.3 Perceived Causes of Success 
The analysis was based on two main headings: (1 ) 
personal qualities and environmental factors and (2) 
functional factors. They both were consider'ed to be 
significant to the success of small business. 
6.3.1 Personal Qualities and Environmental Factors 
There were five categories of factors to be examined: 
personal background, personality/psychological traits, 
behaviour, skills, and environments. 
The significant personal background factors found 
include previous employment experience, physical health and 
previous start-up experience. The first two factors 
confirm past findings of some studies. 
Concerning personality/psychological traits, being 
calm was regarded as most important. Other important 
factors include self-confidence, initiative, high need for 
achievement, willing to take risk, high need for autonomy, 
perseverance, creativity/innovation, as well as being 
extrovert/optimistic. These findings seem to support some 
of the past findings. 
The behavioural factors regarded as important 
encompass grasping opportunity, hard-working, 
introspection, learning from experience, long-term 
involvement, and continuous goal setting. Hard-working was 
also found to be the most important characteristic and very 
important for success in two local studies. 
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With respect to skills, interpersonal and 
communication skills were viewed as most important. This 
highest importance might be due to the frequent meetings 
between the small business owner/managers and their 
customers that it could enable them easier to get business. 
Other influential factors in order of decreasing importance 
are insight, analytical ability, systematic planning, 
versatility/flexibility, persuasion, and lastly, business, 
industrial and technical knowledge. 
Political stability was regarded as most crucial among 
all environmental factors. This high rating may be due to 
the influence of the 1997 issue. Good economic conditions 
and low tax rate were considered to be important to success 
too. 
The respondents were requested to rank the importance 
of the above five groups of factors. Skills were thought 
to be most important to success, followed by personal 
background, environmental factors, pe rso nal i ty / 
psychological traits. Behaviour was considered to be least 
important. The findings do not support those drawn by 
Ibrahim and Goodwin (1986) where entrepreneurial values (as 
measured by personality attributes) were most important to 
success and environmental values least important. l 
lIbrahim, A.B. & Goodwin, J .R. "Perceived Causes of 
Success in Small Business." American Journal of Small 
Business 11 (Fall 1986), pp.45 & 46. 
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6.3.2 Functional Factors 
The functional areas that were studied include 
accounting and finance, personnel, marketing, and 
production. 
Obtaining trade credit was viewed to be most important 
out of all accounting and finance factors. This shows that 
small business owner/managers rely very much on trade 
credit for their operations. Firms that can easily obtain 
trade credit have higher chance of success than those which 
cannot. Other import~nt causes of success include 
."=" •• 
customers' credi t control, forecast of financial needs, 
cash management, use of personal savings, and update 
accounting records. 
For personnel factors, low labour turnover was deemed 
to be most important for success. The high rating to this 
factor might be due to the high turnover of their labours 
that often disrupted their production. Other important 
factors include · coordination of work, two-way 
communication, employee motivation, good salary, 
supervision, employee participation, and delegation. 
Many marketing factors were also agreed to be 
important to success. The most important one was the speed 
of response to customer requests, followed by quality 
products, and understanding customer needs. These findings 
support the results of a previous study. Other significant 
factors include good 'relationship with import/export 
houses, serving the international market, competitive price 
and niche strategy. 
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The production factors perceived to be important 
include qual i ty 
scheduling of 
control, relying on mul tiple suppliers, 
work, inventory control, developing new 
prod~.~ts, productivity, cheap source of raw materials, and 
lastly, plant relrication. 
Regarding the ranking of these four functional areas, 
marketing was deemed to be most important, followed by 
production, accounting and finance, and personnel. 
Marketing was regarded as most important since it is on the 
revenue side whereas the other three are on the expenditure 
side. 
6.4 Perception Differences Between Successful and 
Unsuccessful Small Business Owner/Managers 
The differences in perception between the two groups 
were identified by the use of t-tests to test their 
differences in mean ratings. The results are shown below 
based on two headings: (1) personal qualities and 
environmental factors and (2) functional factors. 
6.4.1 Personal Qualities and Environmental Factors 
Fi ve categories of factors were examined: personal 
background, personality/psychological traits, behaviour, 
skills, and environmental factors. 
There were differences in perception of importance of 
two personal background factors. The unsuccessful group 
assigned higher ratings to the importance of parents' 
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occupations and family wealth to business success than its 
counterpart. 
There were also differences in perception of 
importance of two personality/psychological iraits. 
Unsuccessful respondents viewed being extrovert/optimistic 
as more important to success than those who were 
successful. On the contrary, the successful group 
considered desire for money as more important to success 
than the unsuccessful group. 
Concerning behaviour, the unsuccessful group assigned 
higher ratings to hard-working and long-term involvement 
than its counterpart. Although they assigned higher 
ratings to these two factors, they were not successful. 
This may indicate that these two factors are not important 
to success. 
There were three perception differences in skills. 
Unsuccessful respondents viewed dealing with failure and 
insight as more important to success than successful 
respondents. On the other hand, the latter group 
considered tolerance of ambigui ty as more important to 
success. 
Regarding environmental factors, the successful group 
considered sharing similar cuI tural background wi th the 
market as more important than its counterpart. 
Regarding the ranking of importance of various groups 
of factors, there were some differences between the two 
groups. The successful group viewed environmental factors 
as most important but its counterpart considered skills to 
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be most important. Environmental factors were only viewed 
as the fourth important category of factor by the 
unsuccessful group. For both groups, personal background 
, .... .. ... 
was also ranked as the second most important group of 
factor. Besides, behaviour was regarded as least important 
by both groups. 
6.4.2 Functional Factors 
The functional factors studied include accounting and 
finance, personnel, marketing, and production. 
For accounting and finance factors, successful 
owner/managers viewed cash management as more important to 
success than unsuccessful owner/managers. However, two 
factors, short-term borrowings and forecast of financial 
needs, were seen as more important to success by the 
unsuccessful respondents. 
The personnel factors that were found to have 
significant different mean ratings by the two groups 
include good fringe benefits and recruitment. Successful 
respondents rated them higher than their counterparts. It 
! 
I 
ma~ be true that successful respondents did provide better 
fringe benefi ts to their employees that made them more 
motivated and thus achieved better performance. 
Concerning marketing factors, unsuccessful respondents 
rated public relations and good relationship with 
import/export houses higher than their counterparts. 
For , production factors, there were no significant 
differences in perception between the two groups. 
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Wi th respect to the ranking of importance of these 
four functional areas by the two groups, the resul t is 
quite compatible. Both groups also ranked marketing as 
most important while production was ranked as secorid most 
important. However, successful respondents viewed 
personnel as third most · important whereas unsuccessful 




CONCLUSIONS, LIMITATIONS AND RECOMMENDATIONS 
7.1 Conclusions 
Although the author does not contend that the findings 
are representative of small manufacturing establishments in 
Hong Kong, some meaningful conclusions are still drawn so 
as to have a better understanding on small manufacturing 
establishments. Based on the previous analysis, it is 
concluded that some personal characteristics do have 
influence on business success. It is inferred that age, 
previous related work experience, and place of birth would 
have effect on business success while sex, marital status, 
, educational level and hours spent on work would not. 
However, a reservation is made. If the industry involved 
is of higher technology, the author believes that 
educational level may have significant effect on success. 
Based on the study, there are many factors perceived 
to be important to success (please refer to Chapter V or 
Chapter VI for details). For personal qualities and 
environmental factors, on the whole, skill is the most 
important factor for small business success. It includes 
interpersonal and communication skills, insight, analytical 
ability, etc. Its highest importance is probably due to 
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the fast-changing economy and the special nature of our 
manufacturing business - frequent contacts with clients. 
The fast-changing economy requires the owner/managers to 
..... . ... 
have flexibility and insight. Otherwise, they will easily 
been smashed. Since they have frequent contacts wi th 
cl ients in business deals', having good interpersonal and 
communication skill is very vital. 
Personal background is the next most important cause 
of success. Previous employment experience was regarded as 
the most influential factor among all personal background 
variables. Behaviour is least important to success. 
However, it is a bit strange that when considered 
individually, two behavioural factors grasping 
opportunity and hard-working, were rated very high. 
Functionally, marketing is the most important factor 
to success among all functional areas whereas personnel is 
least important. 
From the study findings, it is also concluded that 
there are differences in perceptions of causes of success 
between successful and unsuccessful owner/managers, 
particularly in individual factors like family's wealth, 
desire for money, hard work, cash management, recruitment, 
etc. When the individual factors were grouped into broad 
categories, successful owner/managers viewed environmental 
factors as ' most important while their counterparts regarded 
skills as most important. However, regarding the 
importance of various functional areas, they both 
considered marketing as most important, followed by 
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production. 
The results of this study are mixed with some findings 
supporting past findings (e.g. previous work experience is 
important to success )1,2 while others disputing past 
findings (e.g. pe~sonality/psychological traits not found 
to be most important to success as that claimed by Ibrahim 
and Goodwin ( 1986) ) .3 However, these results must be 
treated with caution as the methodologies used are 
. different. 
As small m~nufacturing industry is significant to our 
economy, more understanding on factors leadIng to small 
business success is necessary. This study serves as a good 
attempt to investigate the causes of success. However, the 
author agrees with Foley (1985) that "no study will ever 
reveal all the attributes involved in making small business 
successful. ,,4 Hence, more researches on this area are 
desirable. 
IMyrick, Fred L. "Successful Small Business Managers." 
Journal of Small Business Management 15 (July 1977), p.20. 
2Steiner, Michael P. & Solem, Olaf. "Factors for 
Success in Small Manufacturing Firms." Journal of Small 
Business Management 26 (January 1988), p.52. 
3Ibrahim, A.B. & Goodwin, J.R. "Perceived Causes of 
Success in Small Business." American Journal of Small 
Business 11 {Fall 1986), · pp.41-50. 
·See Cragg, Paul B. & King, Malcolm. "Organizational 
Characteristics and Small Firm's Performance Revisi ted. " 
ENTREPRENEURSHIP Theory and Practice 13 (Winter 1988), 
p.60. 
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7.2 . Limitations 
There are many limitations for this study. The first 
is th'at since the sample is not random, applicat~on and 
validity of statistical analysis/test are limited. Thus, 
the findings are unlikely to be generalizable to the whole 
-population. 
There was no pilot test done by the author. Although 
the author tried as far as possible to include variables 
deemed to be mutually exclusive in meaning and significant 
in the questionnaire, the lack of pre-test may make the 
..... ,. 
findings not so valid. 
Another 1 imitation of this study is that it only 
reflects the perception of the respondents on causes of 
success in small business. Wha t they perce i ve to be 
important (unimportant) may not necessarily be significant 
(non-significant) to success. For example, respondents 
perceived age to be slightly important only while the chi-
square test showed that age was significantly associated 
with business success in this study. 
Besides, the study required the respondents to 
indicate whether they were successful based on the author's 
criteria. They were regarded as successful if they earned 
an above average rate of return on sales (as compared to 
competitors of the same size and type of business) and had 
been in business for five or more years. Whether they were 
successful was only based on their self-evaluations. Thus, 
the author had no way of checking whether their assertions 
were true. Hence, the success measure is not objective 
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enough. This may affect the reliabili ty of the data 
gathered, particularly when comparing the difference in 
perceptions between them. 
:- .. -
Another limitation is that, due to the nature of non-
randomness, the statistical analysis employed in the study 
is not sophisticated and ' the validity is limited. Only 
univariate analyses were employed like chi-square test to 
test association between variables and t-test to test 
difference of mean ratings between the successful and 
unsuccessful groups. The findings are descriptive in 
nature which cannot provide sufficient causal inferences. 
Univariate analysis does not allow for the investigation of 
the interdependence between a set of variables. Therefore, 
their relative direct, indirect, and interactive causal 
effects on business success cannot be examined. 5 
In fact, regardless of the non-randomness nature of 
the data, the author did try to employ a multivariate 
analysis technique, factor analysis, to . identify the 
principal factors and to reduce the number of factors that 
appeared to be the appropriate dimensions for 
distinguishing successful from unsuccessful small 
businesses. However, the varimax rotation failed to 
converge after 24 iterations. Hence, data reduction and 
substantive interpretations were unable to be worked out. 
Since there is inadequate local literature on small 
5 Carsrud, Alan L.; Olm, Kenneth w.; & Eddy, George G. 
"Entrepreneurship: Research in Quest of a Paradigm," in 
Sexton, Donald L. & Smilor, Raymond W. (Eds.), The Art and 
Science of Entrepreneurship, Cambridge, MA: Ballinger, 
1986, p.371. 
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business performance/success, most comparisons were made 
with western literature, the results may not be so valid 
because of the difference in environments. 
Moreover, the comparisons made with the findings of 
previous studies must be treated with caution as they are 
subject to difference in research methodology regarding 
sample, research instrument, data collection method, 
analysis technique, etc. 
7.3 Recommendations for Future Research 
The study of small business and entrepreneurship has 
already received wide prevalence in the west for a long 
time. This is not the case in Hong Kong. Local studies 
are comparatively less well-developed. In order to provide 
hints for later researches, some suggestions are made here. 
As this study was targeted at causes of success, some ideas 
are suggested for future research on factors affecting 
small firm performance/success. 
Firstly, it is suggested that researchers should 
provide their definitions of key terms such as small 
business and success. The definitions should be as 
operational as possible. This can give the readers a clear 
understanding of the research focus. Besides, this can 
enable valid comparisons to be made among studies. This is 
because different small businesses would have quite 
different causes of success and success may mean different 
things to different people. Moreover, the provision of 
definitions enables researchers to replicate past studies 
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to test their validity. 
Secondly, the sample should be as consistent as 
possible . For example, we should not use a sample from 
..... .. ... 
both the manufacturing and retailing industry unless we are 
trying to make comparisons between them. This is because 
the causes of success for them may be very different due to 
the difference in operational environments. Further, there 
may even be difference in causes of success for various 
sectors within the manufacturing industry. As a resul t, 
comparisons may also be made between them. For the sake of 
statistical inference and generalization of the findings, 
random sampling is also needed. 
Thirdly, all studies should be pre-tested as far as 
possible in order to ensure that the research instruments 
are valid. Since most literature on small business 
performance/success are from the west, the adaptation of 
definitions and variables used for study must be treated 
with caution due to the difference in environments. For 
example, the maximum employment size for a small business 
can be as high as 500 to 1,500 employees in the Uni ted 
States according to the Small Business Administration's 
cri teria. 6 The adaptation of this defini tion of small 
business to local studies would be ridiculous. 
Fourthly, the studies should, as far as possible, not 
be descriptive in nature as this lacks predictive ability. 
Causal relationship between various variables and success 
6 ' See Peterson, Robert A.; Albaum, Gerald; & Kozmetsky, 
George. "The Public's Defini tion of Small Business. tt 
Journal of Small Business Management 24 (July 1986), p.67. 
109 
should be explored. This can be achieved by the use of 
multivariate analysis techniques which allow the 
investigation of interdependence/multicollinearity between 
..... ~ ... 
variables. More general advice can then be made. 
Lastly, as discussed in the li terature review and 
conceptual framework, the~e are lots of factors affecting 
small business success/performance, hence, a study which 
tries to incorporate all possible factors is more 
preferable. At the same time, mutual exclusiveness in 
definition of the factors, personality and psychological 
traits in particular, should be observed. 
The study should consider both the effects of internal 
and external factors on small business performance. 
Internal factors include the personal background of the 
owner/managers, their personali ty/ psychological trai ts, 
behaviour, skills, manag'ement skills and management of 
various functional areas, organization structure, etc. 
External factors include the influence (or potential 
influence) of customers, suppliers, existing and potential 
competitors and substitutes, and government, etc., on their 
performance. Also, the legal, political, cultural, 
economic and technological environments would also have 
impacts on their performance. An integrative framework can 
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QUESTIONNAIRE - ENGLISH VERSION 
SURVEY ON PERCEIVED CAUSES OF SUCCESS IN SMALL BUSINESS 
In this study, successful business is defined as a business which has 
an above average rate of return on sales (as compared to competitors of 
the same size and type of business) AND which has been in business for 
five or more years. 





According to the above defini tion of success, please evaluate the 
importance of the following factors to the success of a small business 
(please tick the appropriate answer): 
1 2 3 4 
Not Somewhat Fairly Very 






















High need for achievement 
Self-determination (believe 
that success or failure is 
within one's control) 
Willing to take risk 
Desire for money 

















Business, industrial, & 
technical knowledge 
Dealing with failure 
. Insight 
Tolerance of amb~guity 
Versatile/Flexible 
ENVIRONMENTAL FACTORS 
Low tax rate 
Good economic conditions 
Low interest rate 
Share ~imilar cultural 
background with the market ______ __ 




For the above mentioned five groups of factors, please rank them 
according to their importance to the success of a small business ("1" 









According to the aforementioned definition of success, please indicate 
whether you would agree that the following factors are important to the 
success of a small business (please tick the appropriate answer): 




Use of hire purchase 
Leasing 
Budgeting 













Forecast of financial 
needs 
Use of personal 
savings 



















Good fringe benefit 
















Speed of response to 
customer requests 






























Serves the local 
market 




(means that the 
product makes consumers 
-feel different 
subjectively) 
Good relationship with 
import/export houses ______ __ 







Quali ty control 
Develop new products 
Integration (forward or 
backward, e.g production 
of raw materials for own 
use and self-distribution 
of products) 
Plant relocation (e.g. 













: " , 
Scheduling of work 
Inventory control 
Subcontracting out 
Cheap source of raw 
materials 
Rely on multiple 
suppliers 
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For the above mentioned four functions, please rank them according to 
their importance to the success of a small business ("1" being most 
important and "4" least important): 







1. What is your position in the company? 
1) Sole owner 
2) Partner 
3) Manager/Director (Ltd. Co.) 
4) Others (non-owner), please specify ________________ _ 
2. Age: 
1) 30 or below 
2) 31 - 40 
3) 41 - 50 
. 4) 51 - 60 








' --4) Widowed 
5. Educational level: 
1) No formal education 
2) Primary 
3) Secondary (F.l - F.3) 
4) Secondary (F.4 - F.5) 
5) Matriculated 
6) Post-secondary 
7) University or above 
8) Others, please specify _______________ _ 
6. Place of birth: 
1) Hong Kong 
2) Mainland China 
3) Others, please specify _______ _ 
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7. Do you have any relevant working experience before you 
start/manage the present business? 
1) Yes, How long? ___ years 
2) No 
8. Hours spent on work per week: 
1) 40 hours or below 
2) 41 - 50 hours 
3) 51 - 60 hours 
4) above 60 hours 
SECTION D 
COMPANY DETAILS 





5) Watches & clocks 
6) Others, please sp~cify _________ __ 
2. Form of ownership: 
1) Sole proprietorship 
2) Partnership 
, .3) Limi ted company 
3. Years of establishment: 
1) 4 years or below 
2) 5 - 8 years 
3) 9 - 12 years 
4) above 12 years 
4. Number of employees: 
1) Below 10 
2) 10 - 19 
3) 20 - 29 
4) 30 - 39 
5) 40 49 
6) 50 or above 
5. Average sales turnover in past three years (in HK dollars): 
1) $1,000,000 or below 
2) $1,000,001 - $5,000,000 
3) $5,000,001 - $10,000,000 
4) $10,000,001 - $30,000,000 
5) Above $30,000,000 
- END ~ 
Thank you for your cooperation, please return by the 
self-addressed, stamped envelope. 
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APPENDIX 4 










D.F. = 4 
51-60 Above 60 
14 1 
8 4 




ASSOCIATION BETWEEN SEX AND SUCCESS 
Sex 
Male Female 
Successful 28 6 
Unsuccessful 45 14 
Chi-square = .1810 D.F. = 1 Significance = .6705 . 
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APPENDIX 6 
ASSOCIATION BETWEE~ MARITAL STATUS AND SUCCESS 
Marital Status 
Single Married Widowed 
Successful 2 32 o 
Unsuccessful 11 46 2 
Chi-square = 4.3365 D.F. = 2 Significance = .1144 
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APPENDIX 7 
ASSOCIATION BETWEEN ' EDUCATIONAL LEVEL AND SUCCESS 
Educational Level 
No Formal Secondary Secondary Post- University 
Education Primary (F.I-F.3) (F.4-F.5) Matriculated Secondary or Above 
Successful 1 5 14 11 2 1 o 
Unsuccessful 0 6 30 8 9 5 11 
Chi-square = 9.4677 D.F. = 6 Significance = .1489 
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APPENDIX 8 
ASSOCIATION BETWEEN PLACE OF BIRTH AND SUCCESS 
Place of Birth 
Hong Kong China Others 
Successful 18 16 0"-: " 
Unsuccessful 44 13 2 
Chi-square = 6.9989 D.F. = 2 Significance = .0302 
133 
APPENDIX 9 
ASSOCIATION BETWEEN PREVIOUS WORK EXPERIENCE AND SUCCESS 
Relevant Previous Work Experienc~ 
Yes No 
~--=-- .-
Successful 29 5 
Unsuccessful 58 1 
Chi-square = 4.0863 D.F. = 1 Significance = .0432 
APPENDIX 10 
ASSOCIATION BETWEEN HOURS SPENT ON WORK 
PER WEEK AND SUCCESS 
Hours Spent on Work Per Week 
------------------------------------
41-50 51-60 Above 60 
Successful 9 12 13 
Unsuccessful 19 20 20 
134 
Chi-square = .3620 D.F. = 2 Significance = .8344 
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APPENDIX 11 
MEAN RATINGS BY SUCCESSFUL AND UNSUCCESSFUL SMALL 
BUSINESS OWNER/MANAGERS - PERSONAL BACKGROUND 
Successful Unsuccessful t value 
Age 1.8824 1.8475 0.18 
Sex 1.5000 1.4576 :-n.25 
Educational level 2.0294 2.3729 - -1.85 
Parents' occupations 1.5294 2.0169 -2.31* 
Family's wealth 2.4706 3.1017 -2.86** 
Physical health 3.3529 3.4407 -0.42 
Marriage 2.5000 2.5254 -0.14 
Previous start-up experience 3.1176 3.3051 -0.93 
Previous employment experience 3.5588 3.7458 -1.78 
* p < .05 
** p < .01 
.'" .. ... 
APPENDIX 12 
MEAN RATINGS BY SUCCESSFUL AND UNSUCCESSFUL SMALL 
BUSINESS OWNER/MANAGERS - PERSONALITY/ 
PSYCHOLOGICAL TRAITS 
136 







High need for achievement 
Self-determination 
Willing to take risk 
Desire for money 
High need for 
Trust others 
Perserverant 
* p < .05 





























:-- ... .. 
APPENDIX 13 
MEAN RATINGS BY SUCCESSFUL AND UNSUCCESSFUL SMALL 
BUSINESS OWNER/MANAGERS - BEHAVIOUR 
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** p < .01 




3.3235 3.6780 -3.48** 
,.-":- . ~ 
3.2647 3.3729 -0.70 
3.8824 3.9661 -1.37 
3.4706 3.6610 -1.34 
APPENDIX 14 
MEAN RATINGS BY SUCCESSFUL AND UNSUCCESSFUL SMALL 
BUSINESS OWNER/MANAGERS - SKILLS 







Dealing with failure 
Insight 
Tolerance of ambiguity 
Versatile/Flexible 
* p < .05 
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APPENDIX 15 
MEAN RATINGS BY SUCCESSFUL AND UNSUCCESSFUL SMALL 
BUSINESS OWNER/MANAGERS - ENVIRONMENTAL FACTORS 
139 
Successful Unsuccessful t value 
Low tax rate 2.8529 3.1017 -1.30 
Good economic conditions 3.1765 3,2373 -0·,55 
Low interest rate 2.4706 2.6441 -0.99 
Share similar cultural 
background with the market 2.4545 1.8305 3.45** 
Government subsidy & assistance 1.7941 1.8305 -0.21 
Politically stable 3.4412 3.2034 1.46 
** p < .01 
APPENDIX 16 
MEAN RATINGS BY SUCCESSFUL AND UNSUCCESSFUL SMALL 
BUSINESS OWNER/MANAGERS - ACCOUNTING & FINANCE 
140 
Successful Unsuccessful t value 
Cash management 
Customers' credit control 
Use of hire purchase 
Leasing 
Budgeting 
Obtain trade credit 
Short-term borrowings 
Long-term borrowings 
Prepare break-even analysis 
Invest idle funds 
Accounting ratio analysis 
Update accounting records 
Forecast of financial needs 
Use of personal savings 
Use finance from relatives 
(include family members) 
Borrowings 
* p < .05 
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APPENDIX 17 
MEAN RATINGS BY SUCCESSFUL AND UNSUCCESSFUL SMALL 
BUSINESS OWNER/MANAGERS - PERSONNEL 
141 
Successful Unsuccessful t value 
Delegation 4.0882 4.0000 0.97 
Good salary 4.1176 4.1186 ~~6. 01 
Good fringe benefits 4.0294 3.6780 2.85** 
Low labour turnover 4.5294 4.5085 0.16 
Production bonus 3.3824 3.2542 0.54 
Training 3.8235 - 3.2542 -1.24 
Employee motivation 4.1765 4.1695 0.07 
Employee participation 4.2059 3.9831 1.79 
Employ relatives (include 
family members) 3.5294 3.5932 -0.25 
Two-way communication 4.1471 4.3390 -1.65 
Personal leadership 3.1176 3.2034 -0.27 
Manpower planning 3.3529 3.7288 -1.89 
Co-ordination of work 4.2647 4.4237 -1.54 
Supervision 4.0294 4.1356 -1.33 
Selection 3.7647 3.5593 1.55 
Recruitment 3.7941 3.4407 2.68** 
** p < .01 
:" - .. , 
APPENDIX 18 
MEAN RATINGS BY SUCCESSFUL AND UNSUCCESSFUL SMALL 
BUSINESS OWNER/MANAGERS - MARKETING 
142 
Successful Unsuccessful t value 
Speed of response to customer 
requests 
Quality product 




Understanding customers' needs 
Serves the local market 
Serves the international market 
Competitive price 
Product differentiation 
Good relationship with import/ 
export houses 
* p < .05 
*** p < .001 
4.7059 4.6441 .0.58 
4.5882 4.5593 0.19 
3.4118 3.2373 0.82 
3.1471 3.5085 -2.20* 
3.6176 3.4915 0.84 
4.0882 4.1695 -0.50 
4.5000 4.4746 0.13 
3.0882 3.3390 -1.13 
4.2941 4.2542 0.34 
4.4118 4.0678 1.52 




MEAN RATINGS BY SUCCESSFUL AND UNSUCCESSFUL SMALL 
BUSINESS OWNER/MANAGERS - PRODUCTION 
143 
Successful Unsuccessful t value 
Mechanization 3.9706 3.7966 1.56 
Automation 3.3529 3.1525 - ·-~O. 79 
Sales forecasting 3.8235 3.9153 -0.57 
Quality control 4.7647 4.6102 1.45 
Develop new products 4.3235 4.2712 0.27 
Integration {forward or 
backward} 3.1176 2.8305 1.11 
Plant relocation (e.g. moved to 
China) 4.0000 4.1695 -0.98 
Shift duties 3.4118 3.1695 1.15 
Sufficient production capacity 3.7941 3.7458 0.35 
Productivity 4.2059 4.3220 -1.14 
Scheduling of work 4.4412 4.4576 -0.15 
Inventory control 4.3235 4.4407 -1.06 
Subcontracting out 3.8235 3.7966 0.22 
Cheap source of raw materials 4.0294 4.3501 -1.48 
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